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R J. Reynolds 

Industries, Inc., 
through its principal 
operating subsidiaries, 
is an international 
consumer products and 
services corporation 
with major interests in 
domestic and inter¬ 
national tobacco; 
canned and frozen 
foods, beverages and 
fresh fruit; spirits and 
wines; quick-service 
restaurant operations; 
and specialty retailing 
and packaging. RJR’s 
products and services 
are marketed in 
virtually every country 
in the world. The 
corporation’s world 
headquarters is in 
Winston-Salem, N.C. 

R.J. Reynolds 
Industries’ principal 
operating subsidiaries 
are R.J. Reynolds 
Tobacco Company; R.J. 
Reynolds Tobacco 
International, Inc.; Del 
Monte Corporation; 
Heublein Inc.; Kentucky 
Fried Chicken Corpo¬ 
ration; and R.J. Reynolds 
Development Corporation. 
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R.J. Reynolds Industries, Inc. 

HIGHLIGHTS 


(Dollars in Millions Except Per Share Amounts) 


For the Years Ended December 31 

Net sales 

Earnings from continuing 
operations 

Net earnings from continuing 
operations 

Net earnings 

Net earnings from continuing 
operations per common share 

Net earnings per common share 

Dividends per common share 

Net earnings from continuing 
operations as a percentage of 
net sales 

Return on average total capital 

Return on average common 
stockholders’ equity 


1984 


1983 Change 


$12,974 $12,312 + 5.4% 


1,619 

843 

1,210 

7.00 

10.27 

3.25 


1,397 +15.9% 

702 +20.1% 

881 +37.3% 

5.66 +23.7% 

7.25 +41.7% 

3.05 + 6.6% 


6.5% 

18.6% 

23.8% 


5.7% 

13.2% 

16.4% 


At Year End 




Working capital 

$ 2,864 

$ 2,962 

- 3.3% 

Book value per common share 

N umber of common shares 

43.33 

46.11 

- 6.0% 

outstanding (in thousands) 

103,353 

113,273 

- 8.8% 

Number of stockholders 

Number of full-time employees 

114,220 

126,889 

-10.0% 

of continuing operations 

97,551 

94,774 

+ 2.9% 

Prior years have been restated to include the Company’s former energy business in dis¬ 
continued operations (see Note 1 to the Financial Statements). 
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■ Tylee Wilson 
hr (right) was elected 
chairman of the board 
in 1984, and continued 
as chief executive 
officer. Edward A. 
Horrigan, Jr., pre¬ 
viously executive vice 
president, succeeded 
Wilson as president 
and was named chief 
operating officer. 

Both Wilson and 
Horrigan brought to 
their positions experi¬ 
ence gained as chief ex¬ 
ecutive officers of RJR 
operating companies. 

In the 11 years he 
has been with the cor¬ 
poration, Wilson has 
had responsibility for 
the foods, domestic to¬ 
bacco and internation¬ 
al tobacco companies. 
During his seven years 
with the corporation, 
Horrigan has directed 
the domestic and 
international tobacco 
companies. 
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Letter to Shareholders 

To our fellow shareholders: 

In 1984, R.J. Reynolds Indus¬ 
tries achieved record results in 
both sales and earnings, while 
undertaking several major initia¬ 
tives to improve the future per¬ 
formance of the company. 

Those initiatives included the 
divestiture of Sea-Land Corpo¬ 
ration, the sale of Aminoil Inc., 
the strategic acquisition of new 
beverage products to comple¬ 
ment our existing line, and the 
launching of a common stock 
repurchase program. 

In our continuing operations, 
financial results showed marked 
improvement over 1983, with 
all-time high earnings from op¬ 
erations in all our businesses. 
Consolidated net sales rose 5.4 
percent to $12.97 billion; earn¬ 
ings from continuing operations 
(EFO) increased 16 percent to 
$1.62 billion; net earnings gained 
20 percent to $843 million; and 
earnings per share from continu¬ 
ing operations were up 24 per¬ 
cent to $7.00. 

In the second quarter, the 
company completed its spin-off 
of Sea-Land Corp. to RJR share¬ 
holders. Prior to the spin-off, 
RJR received $400 million from 
Sea-Land to settle intercompany 
debt and make a partial return 
of the company’s investment. 
Sea-Land shares distributed to 
RJR shareholders attained a 
market value on the New York 
Stock Exchange exceeding $425 
million shortly after the spin-off. 

We completed the sale of RJR’s 
energy subsidiary, Aminoil, to 
Phillips Petroleum in October 
for $1.7 billion in cash. An after¬ 
tax gain of $275 million on the 
sale was recorded in the fourth 
quarter of 1984. 

Using $735 million in proceeds 
from the Aminoil sale, the com¬ 
pany completed a tender for 10 
million shares of RJR common 
stock at $73.50 per share in No¬ 
vember. With a very sound bal¬ 
ance sheet and strong internally 
generated cash flow, we have in¬ 


stituted a common stock repur¬ 
chase program through which 
we intend to purchase up to 
7 million shares in open market 
or negotiated transactions this 
year. We expect to continue 
the program in future years. 

In late January 1985, in a step 
to further sharpen our focus on 
consumer-related businesses, we 
announced a definitive agree¬ 
ment to sell Service Systems Cor¬ 
poration, our institutional food 
service subsidiary, to Marriott 
Corporation. 

Although detailed operating 
reviews of RJR’s major operat¬ 
ing subsidiaries begin on page 5, 
we want to comment on some of 
the year’s highlights. 

The U.S. cigarette market 
grew slightly in 1984 after the 
difficult conditions resulting 
from the January 1983 doubling 
of the federal excise tax on ciga¬ 
rettes. The company increased 
its U.S. market share during the 
year by gaining volume with 
three new brands, and by stabi¬ 
lizing sales of established brands. 

Our program to achieve low-cost 
producer status through a $2- 
billion-plus expansion and mod¬ 
ernization of our domestic tobacco 
facilities continues on schedule. 

Consistent with our strategy 
of making “add-on” and “fill-in” 
acquisitions to complement our 
existing businesses, Del Monte 
acquired Canada Dry Corpo¬ 
ration and Sunkist Soft Drinks, 
Inc. in 1984. Del Monte is now 
well-positioned to take advan¬ 
tage of significant growth 
opportunities in a number of 
beverage segments. 

During the year, Kentucky 
Fried Chicken Corporation made 
considerable progress in its ma¬ 
jor worldwide store-building pro¬ 
gram. To make the most of the 
industry’s growth potential, 

KFC will open an average of one 
new store per day through 1987. 
By the end of that year, KFC 
stores worldwide will number 
about 7,500, with one-third out¬ 
side the United States. 

A number of significant man¬ 
agement changes took place 
during 1984. In April, the Board 
elected J. Tylee Wilson chair¬ 


man. Wilson replaced J. Paul 
Sticht, who continues as a mem¬ 
ber of the company’s Board, as 
chairman of the Board’s execu¬ 
tive committee and as chairman 
of the company’s International 
Advisory Board. Succeeding 
Wilson as president was Edward 
A. Horrigan, Jr., who also was 
named chief operating officer 
and continues as a member of 
the Board. 

Gwain H. Gillespie was 
promoted to executive vice presi¬ 
dent, finance and administra¬ 
tion, and Rodney E. Austin was 
promoted to senior vice presi¬ 
dent, human resources. 

In June, Joseph F. Abely, Jr., 
previously vice chairman, re¬ 
signed as an employee and 
member of the Board to become 
chairman and chief executive of¬ 
ficer of Sea-Land Corp. 

In February 1985, Harold L. 
Henderson joined the company as 
vice president and general coun¬ 
sel, succeeding H.C. Roemer in 
that assignment. Roemer con¬ 
tinues as senior vice president, 
corporate secretary and member 
of the Board. Also in February, 
Charles J. Chapman joined Del 
Monte as president and chief 
operating officer. Robert A. Fox, 
who had been president and chief 
executive officer of Del Monte, 
moved up to chairman and con¬ 
tinues as chief executive officer. 

We note with sadness Colin 
Stokes’ death in December. 

Colin, former chairman of the 
Board, retired from the Board 
during the year. He was a life¬ 
long employee of R.J. Reynolds 
and was respected and admired 
by all who knew him. His friend¬ 
ship and counsel will be missed. 

Also retiring from the Board 
were Herschel H. Cudd, retired 
senior vice president, Standard 
Oil Company (Indiana); and 
Jerome W. Hull, retired chair¬ 
man of the board, Pacific Tele¬ 
phone & Telegraph Company. 

Elected to the Board during 
1984 were John L. Clendenin, 
chairman and chief executive 
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wain H. 
Gillespie 

(right), RJR’s chief fi¬ 
nancial officer, was 
named executive vice 
president for finance 
and administration, 
and elected to the 
board in April. Rodney 
E. Austin was pro¬ 
moted to senior vice 
president of human 
resources during the 
year. 


officer of BellSouth Corporation; 
Gwain H. Gillespie, executive 
vice president, finance and ad¬ 
ministration, and chief financial 
officer of Reynolds Industries; 
and Gerald H. Long, president 
and chief executive officer of R. J. 
Reynolds Tobacco Company. 

In keeping with the corpora¬ 
tion’s primary mission — to con¬ 
tinually improve shareholder 
value — the Board of Directors 
in October raised the quarterly 
dividend on RJR common stock 
from 80 cents to 85 cents per 
share. The 6.3 percent increase 
raises the annual payment to 
$3.40 per share. This is the 31st 
consecutive year the dividend 
payment has been increased, ex¬ 
cept for the federal control year 
of 1971. A dividend has been 
paid every year since 1900. 

Our sincere gratitude is ex¬ 
tended to the more than 97,000 
RJR employees around the world 
who have made our 1984 results 
possible. We assure you of our 
commitment to further improve 
upon these results in 1985 and 
beyond. 

Finally, we invite you to join 
us at the company’s 1985 Annu¬ 
al Meeting to be held at 2 p.m., 
Wednesday, April 24, at the Hotel 
du Pont in Wilmington, Del. We 
look forward to the opportunity 
of visiting with you there. 



J. Tylee Wilson 
Chairman and Chief 
Executive Officer 



Edward A. Horrigan, Jr. 
President and Chief 
Operating Officer 


Winston-Salem, N.C. 
February 14, 1985 
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■ TFerald H. Long 
^^ (right), presi¬ 
dent and chief execu¬ 
tive officer of R.J. 
Reynolds Tobacco 
Company, examines 
cartons of cigarettes 
produced on the type 
of high-speed equip¬ 
ment being installed in 
the Whitaker Park and 
Tobaccoville manu¬ 
facturing complexes. 
The new machines 
will enhance both 
productivity and prod¬ 
uct quality. 


OPERATING 

REVIEW 


R.J. Reynolds 
Tobacco Company 

Higher sales volume and in¬ 
creased market share contrib¬ 
uted to R.J. Reynolds Tobacco 
Company’s sales and earnings 
growth in 1984, a year that saw 
only a modest volume increase 
in the U.S. cigarette market. 

The company significantly 
outperformed the total industry, 
increasing its cigarette volume to 
189.7 billion units, a gain of 1.2 
percent over 1983. Overall indus¬ 
try growth rate was about 0.6 
percent, to a total of 599.7 billion 
units. Reynolds Tobacco in¬ 
creased its share of that market 
to 31.6 percent. 

The company reported record 
sales and earnings from opera¬ 
tions, with gains of 7.8 percent 
and 15 percent, respectively, 
from 1983 levels. 

In 1985 and beyond, the pri¬ 
mary objective of Reynolds To¬ 
bacco is to continue producing 
above-average, predictable earn¬ 
ings growth, and the company 
remains confident this can be ac¬ 
complished. While sales for the 
U.S. tobacco industry are ex¬ 
pected to be essentially flat in 
the future, the company believes 
it can increase its market share 
by marketing established brands 
and new products that meet 
specific consumer demands. 
Reynolds Tobacco also will con¬ 
tinue its comprehensive program 
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R J. Reynolds 

Tobacco 

Company manufac¬ 
tures four of the top 10 
cigarette brands in the 
United States. Three 
new brands introduced 
in the past two years 
now account for more 
than 5 percent of the 
company’s total ciga¬ 
rette volume. 

The company antici¬ 
pates that new prod¬ 
uct introductions will 
be key to increasing 
sales in the mature 
cigarette market in 
years to come. 


6 






to improve productivity and be¬ 
come the low-cost producer in the 
industry, while improving its al¬ 
ready high product quality. 

Key to increasing earnings 
and market presence is main¬ 
taining the vitality of the com¬ 
pany’s established brands — the 
broadest based in the industry — 
and developing new products. 

RJR’s Winston, Salem, Camel 
and Vantage brands have con¬ 
sistently ranked among the top 
10 best selling brands in the 
United States, positions which 
they maintained in 1984. At the 
same time, the company has 
identified consumer preferences 
and developed new products to 
meet those demands. Three new 
brands — Century, Doral and 
Sterling — now account for more 
than 5 percent of total company 
volume, with a combined market 
share approaching 2 percent. 

As further evidence of its confi¬ 
dence in the future of the tobacco 
industry, Reynolds Tobacco has 
under way one of the largest 
manufacturing modernization 
programs in any industry in the 
world today. The $2-billion-plus, 


10-year program will help Reyn¬ 
olds Tobacco become the low-cost 
producer in the industry. 

A new 2-million-square-foot To- 
baccoville manufacturing com¬ 
plex, under construction north of 
Winston-Salem, N.C., will be the 
most efficient cigarette plant in 
the world when it begins produc¬ 
tion in the first quarter of 1986. 
Reynolds Tobacco’s Whitaker 
Park cigarette manufacturing 
complex in Winston-Salem is 
undergoing modernization and 
expansion that will give it state- 
of-the-art technology when 
completed in 1990. 

A central feature of the new fa¬ 
cilities program is the installa¬ 
tion of new making and packing 
machines that are almost twice 
as fast as existing equipment. At 
the end of 1984, 29 percent of the 
company’s cigarettes were being 
manufactured on new equip¬ 
ment, which was a substantial 
factor in the achievement of a 
6.8 percent improvement in vari¬ 
able manufacturing productivity 
during the year. By 1993, when 


all the modernization programs 
have been implemented, the 
company expects that productiv¬ 
ity will have improved by more 
than 60 percent. 

Reynolds Tobacco assumed a 
more active position during the 
year in the ongoing public con¬ 
troversy that continues to sur¬ 
round the tobacco industry. 
Through a special communica¬ 
tions program in major news¬ 
papers and magazines, the 
company encouraged an open 
discussion of key tobacco issues. 

Central to this communications 
program is the industry’s long- 
held belief that only through ad¬ 
ditional unbiased research will 
the answers to smoking-and- 
health questions be found. The 
tobacco industry continues to 
fund annually more research 
related to smoking and health 
than all private health agencies 
combined. 

Despite continued controversy, 
the tobacco industry is a strong, 
vital part of the economy, and 
Reynolds Tobacco has programs 
in place to enable it to excel. 
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ester W. Pullen, 

_president and 

chief executive officer 
of R.J. Reynolds To¬ 
bacco International, 
Inc., discusses market¬ 
ing plans for Camel, 
which achieved a 13 
percent volume in¬ 
crease during the year. 

Camel, the company’s 
top priority brand, 
gained share in nine of 
its top 10 markets, and 
was introduced for the 
first time in Japan, 
Turkey and Egypt. 
Winston and Salem also 
sold well internation¬ 
ally in 1984. 

Camel, Winston and 
Salem are three of the 
world’s 10 best selling 
cigarettes. 
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R.J. Reynolds 

Tobacco International, Inc. 

R.J. Reynolds Ibbacco Inter¬ 
national gained share in 16 of its 
top 20 markets in 1984 and 
achieved record earnings from 
operations. 

In a year marked by unfavor¬ 
able currency translations and 
pricing pressures caused by the 
strength of the U.S. dollar, the 
company increased unit vol¬ 
ume to 84.7 billion cigarettes. The 
volume increases and ongoing 
programs that emphasize manu¬ 
facturing and operating efficien¬ 
cies contributed to a 13 percent 
increase in EFO. 

Share of market gains came 
principally from Camel, as well 
as other international brands, 
and national brands — those tai¬ 
lored to consumer tastes in indi¬ 
vidual countries. 

Camel, Ibbacco International’s 
top priority brand, gained share 
in nine of its top 10 markets, and 
was introduced during the year 
in Japan, Turkey and Egypt. 

With a 13 percent volume in¬ 
crease, Camel was once again 
the fastest growing international 


brand. In the established mar¬ 
kets of Western Europe, where it 
has been successful for many 
years, Camel’s 1984 growth rate 
was 18 percent. 

Two of Tobacco International’s 
other international brands, 

Salem and Winston, also per¬ 
formed well during 1984. Salem 
grew dramatically in Asia — 
especially Japan, Singapore and 
Malaysia — and strengthened 
its position as the world’s lead¬ 
ing menthol brand. 

Winston is the leading inter¬ 
national brand in Spain, where 
its share of market increased 
to 8 percent in 1984. In Puerto 
Rico, Winston strengthened its 
position as the island’s best sell¬ 
ing cigarette. 

Camel, Winston and Salem are 
three of the 10 best selling ciga¬ 
rettes in the world. 

In the United Kingdom, To¬ 
bacco International introduced 
a new brand, Dorchester, in the 
value segment of the cigarette 
market during 1984. Dorchester 
offers consumers a high quality 


A sia provides 

R.J. Reynolds 
Tobacco International, 
Inc. with some of its 
most promising inter¬ 
national markets. 

During the year, an 
agreement was reached 
with two Chinese 
partners to produce a 
joint-venture cigarette 
brand in the People’s 
Republic of China, 
where more than one 
trillion cigarettes are 
sold each year. R.J. 
Reynolds Tobacco 
International is the 
first U.S. tobacco com¬ 
pany to be invited to 
participate in the 
domestic cigarette 
market of the People’s 
Republic of China. 













In an agreement witn two i^in- 
nese partners in the Province of 
Xiamen, the company will begin 
production of a joint-venture 
brand for sale throughout China 

in 1986. 

During 1984, the company im¬ 
plemented a new organizational 
structure designed to make it 
more globally competitive and 
locally responsive. The new struc¬ 
ture operates from 13 strategic 
business units, rather than the 
four geographical headquarters 
of the past. These business units 
allow the company to be more 
responsive to the needs of each 
country or region, within the over 


product and prestige packaging 
at a price lower than other popu¬ 
lar brands. It rapidly became the 
segment leader with a share of 
market that reached 2.5 percent 
by year-end. 

The company also moved to 
strengthen its foothold in the 
large markets of Asia. After the 
relaxation of a number of re¬ 
strictions on imported cigarettes, 
Tobacco International launched 
Camel Filters and Camel Milds 
in Japan early in the year. The 
company also signed a joint- 
venture agreement with Mitsu¬ 
bishi Corporation to sell and 
promote Tobacco International s 
products throughout Japan. 


^^ales of interna- 
L, Jtional brands 
like Camel, Winston 
and Salem are aug¬ 
mented by national 
brands targeted to indi¬ 
vidual markets. The 
1984 introduction 
of Dorchester in the 
United Kingdom was 
particularly successful. 
Dorchester offers con¬ 
sumers a quality prod¬ 
uct at a price lower than 
other popular brands. 


In 1984, Tobacco International 
became the first foreign cigarette 
company to gain access to the 
world’s largest cigarette market 
— the People’s Republic of China. 


cigaretti 




TURKISH & AMERICAN 

„ blend 

__CIGARETTES ^ 


KING SIZE 


\l 





























Del Monte Corporation 



Del Monte Corporation’s 1984 
results produced another record 
year, up substantially over 1983, 
the previous record high year. 
These results were due largely to 
improved marketing efforts and 
operating efficiencies achieved 
through a now-complete four-year 
restructuring of the company. 

The restructuring program 
has transformed the company 
from primarily a canner of fruits 
and vegetables into a marketer 
of value-added beverages, and 
processed, fresh, frozen, and spe¬ 
cialty foods. In 1984, the com¬ 
pany’s sales increased 4 percent, 
and earnings from operations 
gained 24 percent over 1983. 

Del Monte today is closely at¬ 
tuned to changing consumer 
tastes and lifestyles. Three areas 
of societal change that create 
strong market opportunities for 
Del Monte products are the in¬ 
creasing number of women work¬ 
ing outside the home, the growing 
interest in nutrition and fitness, 
and a heightened interest in a 
variety of ethnic foods. 

The company is capitalizing 
on those opportunities by seek¬ 
ing new businesses and products 
that meet the demands of a 
changing marketplace. During 
1984, Del Monte achieved record 
high market shares in its core 
vegetable and fruit businesses 
through more aggressive adver¬ 
tising and marketing. 

The most significant area of 
development for Del Monte in 
1984 was its beverage busi¬ 
ness. Beverage operations were 
strengthened by the acquisition 
of Canada Dry soft drinks and 
mixers, and Sunkist soft drinks. 
Canada Dry has the leading 
worldwide market share in the 






Del monte 



QUALITY 




T> 

■ obert A. 
JL»^^Fox, chair¬ 
man and chief execu¬ 
tive officer of Del 
Monte Corporation, 
sits down to sample a 
tempting array of 
new products at test 
kitchens in the com¬ 
pany’s San Francisco 
headquarters. 

Improved marketing 
efforts and a more 
efficient operating 
base contributed to a 
24 percent increase in 
Del Monte’s earnings 
from operations dur¬ 
ing the year. 
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A newly 

restructured 
Del Monte Corporation 
is closely attuned to 
changing consumer 
tastes and lifestyles. 

Beverage operations 
were significantly 
enhanced during the 
year with the additions 
of Canada Dry prod¬ 
ucts and Sunkist soft 
drinks to the Del 
Monte line. These 
brands lead their 
market segments, and 
offer new distribution 
networks for other Del 
Monte products. 

Del Monte’s Lite 
fruits are the best sell¬ 
ing reduced-sugar 
canned fruits in the 
United States. Lite 
fruits accounted for 19 
percent of the com¬ 
pany’s U.S. canned 
fruit sales during 
the year. 
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Wright’s Liquid Smoke, a spe¬ 
cialty flavoring, to complement 
its portfolio of specialty food 
products. 

It was a successful year for Del 
Monte products in international 
markets as well. Despite difficult 
foreign currency exchange posi¬ 
tions, the company’s canned 
fruits and beverages and asepti- 
cally packaged juices made a 
strong showing in many major 
overseas markets, particularly 
the United Kingdom. Del Monte’s 
joint venture with the People’s 
Republic of China entered a new 
phase with the successful test 
canning of Del Monte produce 
grown there and the introduction 
of Del Monte canned goods into 
foreign currency shops. 


SHAKE 




fast-growing ginger ale and 
mixer segment, and Sunkist is 
the leading orange-flavored soft 
drink in the United States. 

Canada Dry’s extensive world¬ 
wide franchise bottling opera¬ 
tions hold great potential for 
expanded distribution of Sun¬ 
kist and Del Monte’s Hawaiian 
Punch. In the United States, 
Canada Dry’s bottler network 
provides Hawaiian Punch with 
an excellent opportunity to in¬ 
crease its vending and other on¬ 
premises sales. 

Del Monte’s product lines in¬ 
clude the largest selling reduced- 
sugar fruit and no-salt-added 
vegetable products. Lite fruits 
accounted for 19 percent of Del 
Monte’s U.S. canned fruit sales, 
and its No Salt Added vegeta¬ 
bles made up 10 percent of the 
company’s U.S. vegetable sales. 
Based on their success in the 
United States, Lite fruits and 
No Salt Added vegetables were 
introduced into selected interna¬ 
tional markets during the year. 

Del Monte’s fresh fruit opera¬ 
tions continued to be profitable 
despite a worldwide weakness 
in banana prices. During 1984, 
more than 10,000 tons of fresh 
pineapples were shipped from 
the company’s new $35 million 


Costa Rican pineapple planta¬ 
tion to U.S. markets east of the 
Mississippi River and to Western 
European markets. This planta¬ 
tion expects to produce 120,000 
tons of pineapple annually when 
it is operating at full capacity in 
1989. The company also acquired 
J. & N. Hawaii, a processor of re¬ 
frigerated and frozen pineapple. 

During the year, the company 
introduced into test markets a 
new frozen foods line: frozen din¬ 
ners, entrees and mini-meals car¬ 
rying the Del Monte brand name. 
The 29-item line is now available 
in several major markets. 

The company’s flagship brands 
in the specialty grocery products 
area, A.l. Steak Sauce and Grey 
Poupon Dijon Mustards, both 
increased their already leading 
market shares in their catego¬ 
ries. The company also acquired 
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■ ohn A. Powers, 
president and 
chief executive officer 
of Heublein Inc., 
checks samples of 
Smirnoff Vodka in the 
company’s quality 
assurance laboratory. 

More than 12 million 
cases of Smirnoff were 
sold worldwide in 1984. 
Smirnoff, together with 
Heublein’s Popov and 
Relska brands, account¬ 
ed for one-third of 
all the vodka sold in the 
United States during 
the year. 
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Heublein Inc. 

Heublein’s spirits volume was 
up almost 2 percent in 1984, run¬ 
ning counter to the industry, 
and its California and imported 
wines business grew about 1 per¬ 
cent. These results contributed to 
a 7 percent increase in earnings 
from operations for the year. 

Armed with premium brands 
at or near the top of their catego¬ 
ries, and more than 20 new prod¬ 
ucts or line extensions launched 
during the year, Heublein outper¬ 
formed most of its competitors 
by capitalizing on opportunities 
in specific market segments. 

Heublein continued to invest 
in its future growth through in¬ 
novative marketing and stepped- 
up research and development. 
During the year, major new ad¬ 
vertising campaigns were in¬ 
troduced for Smirnoff Vodka, 
Heublein’s flagship brand, and 
for Inglenook, its leading wine. 
The company increased its 
product development budget in 
1984 and announced plans for 
a new pilot plant to expedite in¬ 


troduction of new products to 
test markets. 

Heublein maintained its pre¬ 
eminent position in vodka, 
the nation’s most popular dis¬ 
tilled spirit. Reporting sales of 
more than 12 million cases, 
Smirnoff remained by far the 
leading brand of vodka in the 
United States and the world. 
Heublein’s Smirnoff, Popov and 
Relska vodkas accounted for one- 
third of all vodka sold in the 
United States. 

Increased sales of Heublein’s 
Black Velvet Canadian Whisky 
enabled the brand to maintain 
share in one of the spirits indus¬ 
try’s most competitive catego¬ 
ries. Black Velvet continued as 
Heublein’s second-largest con¬ 
tributor to earnings, after Smir¬ 
noff. Sales of another Heublein 
import, Jose Cuervo Tequila, 
also were well ahead of the pre¬ 
vious year, strengthening that 
brand’s leadership role in the 
fast-growing tequila category. 
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W j eublein Inc. 
JL* JL* increased its 
emphasis on marketing 
and research and de¬ 
velopment during the 
year. Smirnoff Vodka 
and Inglenook wines 
undertook major new 
advertising campaigns, 
and plans were an¬ 
nounced for a pilot 
plant that will help 
move products into test 
markets more quickly. 

While sales declined 
in the overall spirits 
industry during the 
year, Heublein’s spirits 
volume increased by 
nearly 2 percent. 









Other Heublein brands, such 
as Arrow Cordials, Popov Vodka, 
Lancers and Beaulieu Vineyard 
table wines, and Yukon Jack 
Canadian Liqueur, also reported 
solid gains for the year. Heu¬ 
blein’s major California wine 
brand, Inglenook, gained share 
in the important American table 
wine market. The company’s im¬ 
ported fine wine unit, Interna¬ 
tional Vintage Wines, also 
showed solid growth and im¬ 
proved the company’s standing 
in this dynamic segment. 

Internationally, Heublein’s 
large spirits and wine operation 
in Brazil generated good profits 
despite that country’s challeng¬ 
ing economic conditions. Over¬ 
seas sales of Smirnoff were 
well ahead of the previous year. 
Smirnoff increased its share of 
market in the United Kingdom, 
Republic of Ireland, Denmark 
and Canada, contributing to a 
strong increase in Heublein’s 


earnings from operations in the 
international sector.. 

Most of Heublein’s new prod¬ 
uct activity has been focused on 
beverages that are lower in alco¬ 
hol content, in keeping with 
long-term consumer taste trends. 
A number of new flavors were 
added to Heublein’s popular 
lines of prepared drinks, includ¬ 
ing 35-proof Long Island Iced 
Tea, which met with excellent 
consumer response. 

Heublein also improved prof¬ 
itability by consolidating its spir¬ 
its and wines businesses into a 
more efficient organization at its 
headquarters in Hartford, Conn. 
The move strengthened sales 
and marketing capabilities, and 
provided for a more effective 
support staff. 

The company’s increased vol¬ 
umes and earnings in a turbu¬ 
lent environment speak well of 
its ability to anticipate changes 
in consumer preferences and de¬ 
velop and market products to 
meet those needs. 
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W ■ eublein Inc. 
JL JL introduced 
more than 20 new 
products and line exten¬ 
sions during 1984. In 
keeping with changing 
consumer preferences, 
many of those new 
products were lower in 
alcohol content. 

The company’s wine 
business also grew in 
1984. With new import 
agreements signed dur¬ 
ing the year, the com¬ 
pany now offers 
premium table wines 
from virtually every 
major wine-producing 
region of the world. 



























Kentucky Fried Chicken 
Corporation 

The year was one of unprece¬ 
dented growth for Kentucky 
Fried Chicken Corporation, with 
new stores opening at a rate of 
one every 22 hours and revenues 
up by 19 percent, exceeding $1 
billion for the first time. Earn¬ 
ings from operations increased 
7 percent. 

KFC sales growth led the in¬ 
dustry and its business segment. 
Sales in the total restaurant in¬ 
dustry rose 8 percent in 1984, 
and were up 10 percent in the 
quick-service segment. 

KFC per-store average sales 
increased during the year to an 
average of $565,357 in U.S. 
company-owned stores, a gain of 
7.7 percent, and customer counts 
were up 2.3 percent. 

During the year, KFC success¬ 
fully implemented two strate¬ 
gies aimed at meeting new 
challenges in the marketplace. 
First was the successful test mar¬ 
keting and national rollout of 
Kentucky Nuggets. Favored over 
competitive chicken nugget prod¬ 
ucts in consumer taste tests, 
Kentucky Nuggets are increas¬ 
ing lunch and snack business 
and stimulating sales of Ken¬ 
tucky Fries and soft drinks. 
Based on their success in the 
United States, Kentucky Nuggets 
have been introduced in Japan, 
Great Britain and Puerto Rico. 

The second strategy aimed at 
meeting new competitive forces 
in the chicken segment of the in¬ 
dustry was the expansion of the 
image enhancement program at 
KFC stores. In most stores, im¬ 
age enhancement involves new 
interior and exterior decor, open¬ 
ing kitchens to customer view, 
and adding customer seating and 
drive-through service windows. 
By year-end, 93 percent of the 
1,126 U.S. company-owned stores 
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■ ichard P. 
JL^ Mayer, chair¬ 
man and chief execu¬ 
tive officer of Kentucky 
Fried Chicken Corpo¬ 
ration, reviews plans 
for the opening of a 
KFC restaurant. 

The company opened 
387 new restaurants 
in 1984, and plans 
to complete one new 
store every day for the 
next three years. 
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K FC outper¬ 
formed the 
restaurant industry 
and the quick-service 
segment in 1984. 

The successful na¬ 
tional introduction of 
Kentucky Nuggets and 
a restaurant enhance¬ 
ment program contrib¬ 
uted to increased sales 
and revenues in 1984. 

Kentucky Nuggets 
have been favored two- 
to-one over competitive 
nugget products in con¬ 
sumer taste tests. 
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and 54 percent of the 3,402 U.S. 
franchised stores had completed 
their renovation programs. 

In addition, four test stores 
featuring attractive decor, land¬ 
scaping, expanded seating areas 
and faster customer service pro¬ 
cedures have been opened. One 
test store achieved a sales in¬ 
crease of more than 100 percent 
over the old facility it replaced. 
Many features and procedures 
developed in these units are be¬ 
ing installed in KFC’s 6,175 
stores around the world. 

These strategies were particu¬ 
larly important in 1984. Competi¬ 
tion heightened during the year 
as other quick-service chains 
added chicken products to their 
menus. In addition, the number 
of new, upscale, eat-in chicken 
restaurants grew during the year. 

The company feels that the 
quick-service chicken segment of 
the industry clearly offers sig¬ 
nificant growth potential. As the 
leader in the segment, KFC is in 
the best position to expand and 
take the lead in that growth. The 
company’s aggressive store ex¬ 
pansion program has already 
accelerated worldwide store con¬ 
struction from 178 new units in 
1981 to 387 in 1984, and plans 
call for the opening of 455 addi¬ 
tional new KFC stores annually 
through 1987. 

International operations also 
expanded in both existing and 
new markets. Operating from an 
overseas base of more than 1,600 
stores, KFC opened three impor¬ 
tant international markets during 
1984 — South Korea, Thailand 
and Argentina. The South Ko¬ 


rean franchisee plans to open 25 
KFC restaurants before the 1988 
Summer Olympics in Seoul. The 
first KFC store in Taiwan will be 
opened early in 1985. 

At the close of 1984, KFC was 
operating 6,175 stores, of which 
1,647 were in 51 countries out¬ 
side the United States. Japan is 
KFC’s largest overseas market 
in terms of total revenues and 
units with 473 stores. 

In 1984, KFC broke ground for 
the Colonel Harland Sanders 
Technical Center in Louisville, 
Ky. When completed in 1986, the 
$22 million center will house 
KFC’s technical laboratories, 
test kitchens, worldwide training 
facilities, engineering and data 
processing services. 

In recognition of the high- 
growth nature of the industry, a 
new company was formed under 
KFC management to develop 
specialty theme, quick-service 
restaurant concepts that may 
have potential. The new QSR 
Specialty Companies, Inc. has 
responsibility for Zantigo Mexi¬ 
can Restaurants and two other 
specialty food service businesses. 
Zantigo operates 61 quick-service 
Mexican-style restaurants, pri¬ 
marily in the Midwest. 

As the pre-eminent competitor 
in the rapidly growing quick- 
service restaurant business, KFC 
is more than ready to capitalize 
on future business opportunities. 


r 

a ' ach year, fa- 
A^mous Kentucky 
Fried Chicken becomes 
available to more con¬ 
sumers worldwide. 

KFC entered three 
important new inter¬ 
national markets in 
1984 — South Korea, 
Thailand and Argen¬ 
tina — bringing the 
total number of coun¬ 
tries with KFC restau¬ 
rants to 52. The South 
Korean franchisee 
plans to open 25 KFC 
restaurants in time for 
the 1988 Summer 
Olympics in Seoul. 

Japan, with 473 
stores, remains the 
company’s largest over¬ 
seas market. 
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■ m obert W. Van 
JL.^^Camp (right), 
president and chief 
executive officer of R.J. 
Reynolds Development 
Corporation, oversees 
the company’s efforts 
to evaluate develop¬ 
mental and new busi¬ 
ness concepts for RJR. 

During the year, the 
company entered the 
$50-billion consumer 
mail-order retailing 
industry and the grow¬ 
ing dental care serv¬ 
ices market for the 
first time. 

The company’s pack¬ 
aging operation produc¬ 
es a wide variety of 
innovative packaging 
materials, and a joint- 
venture business is 
now providing state- 
of-the-art aseptic 
packaging to the bev¬ 
erage industry. 
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R.J. Reynolds 
Development Corporation 

Results achieved by R.J. Reyn¬ 
olds Development Corporation’s 
portfolio of existing businesses 
and newly acquired units com¬ 
bined to increase the company’s 
sales and earnings for the year. 
Sales were up 27 percent, and 
EFO increased 26 percent over 
1983 results. 

Significantly contributing to 
this success was Bear Creek Cor¬ 
poration, a retail mail-order busi¬ 
ness acquired in January 1984. 
Bear Creek is Development Cor¬ 
poration’s first entry into the 
specialty retailing business. Dur¬ 
ing the year, the company also 
began evaluating the dental 
services field, with the acquisition 
of Dental Care of America, Inc. 

Both of these new business 
areas offer significant growth 
potential for RJR. Mail-order re¬ 
tailing today is a $50-billion 
industry, and is projected to be¬ 
come a $130-billion business in 
the next 10 years. The dental 
services market is currently a $25- 
billion industry, and is projected 
to grow to $45 billion by 1990. 

Bear Creek is the parent com¬ 
pany of two leading mail-order 
businesses. Harry and David 
is a premier direct-mail mar¬ 
keter of fruit and gourmet food 
gifts. Jackson & Perkins Co. 
markets a wide range of garden 



plants for home gardeners and 
wholesalers. 

During its first year as part of 
Development Corporation, Bear 
Creek’s earnings rose 31 percent, 
due primarily to increased Harry 
and David fruit sales. 

Development Corporation’s 
second new strategic area of in¬ 
vestment and development dur¬ 
ing the year was Dental Care of 
America, a small firm that pro¬ 
vides professional manage¬ 
ment services to dental care 
practices owned and operated 
by licensed dentists in the Wash¬ 
ington, D.C., area. 

In its established business 
units, Development Corporation 
capitalized on several opportuni¬ 
ties during the year. 

RJR Archer, the company’s 
packaging unit, remained a ma¬ 
jor supplier of packaging for to¬ 
bacco products, while producing 
high-value-added flexible pack¬ 
aging for food, beverage and phar¬ 
maceutical companies. Archer’s 
Filmco division opened a new 
plant in France that manufac¬ 
tures technically sophisticated 
plastic film wraps. 


Combibloc, Inc. began the 
phased start-up of a manufactur¬ 
ing plant for aseptic packaging 
cartons during the year. Combi¬ 
bloc, a joint venture formed by 
Archer and a West German part¬ 
ner, provides its aseptic packag¬ 
ing systems to a number of U.S. 
beverage processors. 

Skolniks Bagel Bakeries and 
Restaurants, a specialty quick- 
service restaurant concept 
managed by Development Corpo¬ 
ration, opened four new stores 
in two key markets, Philadelphia 
and Chicago. At the end of the 
year, Skolniks and The Fresher 
Cooker, another specialty food 
service concept the company is 
testing, were transferred to a 
newly created subsidiary — QSR 
Specialty Companies, Inc. The 
new subsidiary will be managed 
by Kentucky Fried Chicken Corp. 

The Development Corporation 
will continue to evaluate new 
consumer product and service 
business concepts that appear to 
offer substantial growth poten¬ 
tial to RJR. 
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FAMOUS 
BRANDS 
FROM RJR 


DOMESTIC 
TOBACCO BRANDS 

Cigarettes 

Bright 

Camel 


Century 

Doral 

More 

NOW 

Salem 

Sterling 

Vantage 

Winston 


Cigars 
Winchester 
Little Cigars 

Chewing 
Tobaccos 
Apple Sun 
Cured 

Brown’s Mule 
Cup 

Days Work 
R.J. Gold 
Reynolds’ 
Natural Leaf 
Reynolds’ 

Sun Cured 
Top 

Work Horse 

Smoking 
Tobaccos 
Apple 
Carter Hall 
George 
Washington 
Madeira Gold 
Our Advertiser 
Prince Albert 
Royal Comfort 
Top 


INTERNATIONAL 
TOBACCO BRANDS 

Camel 

More 

Salem 

Vantage 

Winston 


Key National 
Brands 

Europe 

M 

Reyno 

Time 

Belgium/ 

Luxembourg 

St. Michel 

West 

Germany 

Overstolz 

United 

Kingdom 

Dorchester 

Canada 

Export “A’’ 

Macdonald 

Select 

Brazil 

Mustang 
River 
Vila Rica 

Ecuador 

Doral Suave 
Full Speed 
King 

FOODS 

Del Monte Canned 
Vegetables 

Del Monte Tomato 
Products 

Del Monte No Salt 
Added Vegetables 

Del Monte Canned 
Fruits 

Del Monte Lite 
Fruits 

Del Monte Dried 
Fruits 

Del Monte Fresh 
Fruits 

Del Monte Frozen 
Foods 

Del Monte Pickles and 
Pickle Products 

Del Monte Single 
Serving Fruit and 
Pudding Cups 

Del Monte 
Seafood 


A.l. Steak Sauce 

Chun King Oriental Foods 

Escoffier Sauces 

Grey Poupon Dijon 
Mustards 

Morton Frozen Foods 

Ortega Mexican Foods 

Patio Mexican 
Frozen Foods 

Regina Cooking 
Wines and Wine 
Vinegars 

Snap-E-Tom Tomato 
and Chile Cocktail 

Milk Mate Chocolate 
Syrup 

My*T*Fine Puddings 
and Pie Fillings 

Vermont Maid Syrups 

Award Frozen Food¬ 
service Entrees 

Brer Rabbit 
Molasses and 
Syrups 

College Inn Broths 
and Heat & Serve 
Entrees 

Davis Baking 
Powder 

Wright’s Liquid 
Smoke 

BEVERAGES 

Canada Dry 
Soft Drinks 
and Mixers 

Sunkist Soft Drinks 

Hawaiian Punch 

Del Monte Juices, 

Juice Drinks and 
Nectars 

Barrelhead Root 
Beer 

‘C’Plus 

Tahitian Treat 

Wink 











QUICK-SERVICE 
RESTAURANTS 

Kentucky Fried 
Chicken Restaurants 

Zantigo Mexican Restaurants 

, • . ■ ' X ' \ y [ • *'/ . / v. .■' *''* t ’ . X X ' 1 * t '• * 

SPIRITS & WINES 
Spirits 

American Creme 
Arrow Cordials and Flavored 
Brandies 

Arrow Flavored Vodkas 
Bahia Coffee Liqueur 
Black Velvet Canadian Whisky 
Boggs Cranberry liqueur 
Chateau de Laubade Armagnac 
Caldwell Vodka, Gin, Rum and 
Bourbon 
Cuervo 1800 

Cuervo Especial Tequila (gold) 
Don Q Rum 
Heublein Cocktails 
Irish Mist Liqueur 
Jeremiah Weed Bourbon 
Liqueur 

Jose Cuervo Tequila (white) 
Malcolm Hereford’s Cows 
Matador Tequila 
McMaster’s Scotch and 
Canadian Whiskies 
Milshire Gin 
Ostrova Vodka 
Patrician Amaretto 
Patrician Sambuca 
Popov Vodka 
Relska Vodka 
Smirnoff de Czar Special 
Reserve Vodka (82.6 proof) 
Smirnoff Silver (90.4 proof) 
Smirnoff Vodkas (80 and 
100 proof) 

Steel Peppermint Schnapps 
The Club Cocktails 
Viejo Vergel Brandy 
Yukon Jack Canadian Liqueur 

Imported Wines 

Babycham Perry 
Black Forest Girl 
Bouchard P&re & Fils 
Burgundies 
Brugo Gattinara, Ghemme and 
Spanna 
Capezzana Carmignano 
Casal Thaulero Montepulciano 
and Trebbiano 
Ceretto Barolo and Barbaresco 


Ch&teau La Garde 
Chateau Olivier Bordeaux 
Conde de Caralt Sparkling 
Wines 

Contratto Asti Spumante and 
Gavi 

Duval French Vermouth 
Egri Bikaver Hungarian Wine 
Fassati Montepulciano 
Fazi-Battaglia Verdicchio 
Fontana di Papa Italian Wines 
Giannozzi Chianti 
Harveys Bristol Cream Sherry 
Harveys Other Sherries 
and Ports 

Kiku Masamune Sake 
Ladoucette Pouilly Fume 
Lancers Rose, White, Red and 
Vinho Verde 
Livio Felluga Picolit 
Mastroberardino Lacryma 
Christi and Taurasi 
Monsanto Chianti Classico 
Oliver de France French 
Bordeaux AC Wines 
Regaleali Vino da Tavola 
Tenuta Caparzo Brunello di 
Montalcino 
Tiberio Frascati and Orvieto 
Tokaji Aszu Hungarian Dessert 
Wine 

Torresella Pinot Grigio and 
other Varietals 
Valbon French Table Wines 
Vinya Rose 

California Wines 

Beaulieu Vineyard Wines 

Citronet 

HMS Frost 

Inglenook Navalle Wines 
Inglenook Vineyards Napa 
Valley Wines 
Jacare Wines 

T.J. Swann Refreshment Wines 

SPECIALTY 

RETAILING 

Harry and David 
Fruit-of-the-Month Club, 

Fine Fruits and Foods 

Jackson & Perkins 
Roses and Garden Plants 
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R.J. Reynolds Industries, Inc. 

SELECTED FIVE-YEAR FINANCIAL DATA 

For the Years Ended December 31 


(Dollars in Millions Except Per Share Amounts) 

1984 

1983 

1982 

1981 

1980 

Results of Operations 

Net sales 

$12,974 

$12,312 

$10,160 

$8,699 

$ 7,955 

Earnings from continuing operations 

1,619 

1,397 

1,222 

1,154 

1,021 

Interest and debt expense 

187 

196 

186 

145 

130 

Earnings from continuing operations 
before provision for income taxes 

1,552 

1,288 

1,097 

1,139 

981 

Provision for income taxes 

709 

586 

513 

523 

445 

Net earnings from continuing operations 

843 

702 

584 

616 

536 

Net earnings (l) 

1,210 

881 

870 

768 

670 

Net earnings from continuing operations 
per common share 

7.00 

5.66 

5.14 

5.59 

4.84 

Net earnings per common share (i) 

$ 10.27 

$ 7.25 

$ 7.82 

$ 7.03 

$ 6.12 

Other Data 

Dividends on common and preferred stocks 

$ 416 

$ 407 

$ 340 

$ 290 

$ 254 

Dividends per common share 

3.25 

3.05 

2.85 

2.50 

2.175 

Dividend payout percentage (2) 

31.2% 

42.1% 

36.5% 

35.2% 

35.0% 

Common Stock price range: 

High 

$ 72 V 2 

$ 63 5 /s 

$ 5714 

$ 53 

$ 47 % 

Low 

52% 

4514 

40 

40% 

27 

Net earnings from continuing operations 
as a percentage of net sales 

6.5% 

5.7% 

5.7% 

7.1% 

6.7% 

Number of common shares outstanding 
at year end (in thousands) 

103,353 

113,273 

112,597 

104,355 

104,099 

Number of stockholders at year end 

114,220 

126,889 

126,045 

110,707 

114,141 

Number of full-time employees of 
continuing operations at year end 

97,551 

94,774 

89,689 

75,809 

72,775 


Prior years have been restated to include the Company’s former energy business in discontinued operations (see Note 1 to the Financial 
Statements). 

(1) The 1984 amounts include a net gain on the sale of energy operations of $275 million, or $2.45 per share. 

(2) Total dividends on Common Stock as a percentage of net earnings applicable to Common Stock. The 1984 dividend payout percentage would 
be 41 percent excluding the gain on sale of the energy operations. 
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Consolidated 
Net Sales 

(Dollars in Billions) 
$15 
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I MANAGEMENT’S 
DISCUSSION 
AND ANALYSIS 

The operations of the Com¬ 
pany’s former energy and trans¬ 
portation businesses have been 
accounted for as discontinued op¬ 
erations (see Note 1 to the Finan¬ 
cial Statements). 

RESULTS OF 

CONTINUING OPERATIONS 
Consolidated 

Consolidated net sales for 1984 
increased 5.4 percent to $12.97 
billion as a result of higher sales 
in all lines of business. The im¬ 
provement was principally due 
to volume gains and price in¬ 
creases in the domestic tobac¬ 
co and quick-service restaurant 
operations. 

Consolidated earnings from 
continuing operations increased 
16 percent, or $222 million, for 
1984. The improvement was led 
by higher earnings in the to¬ 
bacco business, due principally 
to increased prices along with 
higher volumes. Foods and bev¬ 
erages also contributed to the 
earnings improvement, as a re¬ 
sult of volume increases for 
Kentucky Fried Chicken, im¬ 
proved margins at Del Monte 
and the inclusion of Canada 
Dry, acquired in April 1984. 

For 1984, net earnings from 
continuing operations increased 
$141 million, or 20 percent, and 
net earnings from continuing op- 


Consolidated 
Earnings from 
Continuing Operations 

(Dollars in Millions) 


$ 2,000 



erations'per share increased 
$1.34, or 24 percent. These in¬ 
creases were principally due to 
the earnings improvements 
noted above, along with higher 
interest income from investing 
the proceeds from the disposition 
of certain operations. Partially 
offsetting these factors was the 
comparative effect of the prior 
year’s third quarter debt-for- 
equity swap, which increased 
1983 net earnings from continu¬ 
ing operations by $19 million, or 
17 cents per share (see Note 10 to 
the Financial Statements). Dur¬ 
ing 1984, the Company repur¬ 
chased 2.8 million shares of its 
Series A Cumulative Preferred 
Stock, and in November it repur¬ 
chased 10 million shares of its 
Common Stock pursuant to a 
tender offer (see Notes 12 and 13 
to the Financial Statements). 
These stock transactions added 
12 cents to net earnings from 
continuing operations per share 
(7 cents if effect is given to pro 
forma adjustments for interest 
on the funds used to make these 
repurchases). 

Net earnings for 1984 rose 
$329 million to $1.21 billion and 
net earnings per share increased 
42 percent to $10.27. The higher 
net earnings and earnings per 
share were due to the gain on 
the sale of the Company’s energy 
operations of $275 million after 
taxes, or $2.45 per share, and the 
increases from continuing oper- 


Consolidated 
Net Earnings from 
Continuing Operations 

(Dollars in Millions) 


$ 1,000 




ations noted previously. These 
factors were partially offset by 
lower earnings from discontin¬ 
ued operations. 

Consolidated net sales in¬ 
creased 21 percent in 1983 to 
$12.31 billion, led principally 
by the tobacco, and foods and 
beverages businesses. The in¬ 
crease in tobacco sales was the 
result of higher excise taxes and 
price increases, with the remain¬ 
ing increase principally due to 
the inclusion of Heublein and 
Kentucky Fried Chicken for the 
entire year (see Note 16 to the 
Financial Statements). 

Consolidated earnings from 
continuing operations for 1983 
increased $175 million, or 14 per¬ 
cent, due to higher earnings 
in foods and beverages as a re¬ 
sult of the inclusion of Heublein 
and Kentucky Fried Chicken, as 
well as a strong performance 
by Del Monte. The consolidated 
increase was achieved although 
earnings in the tobacco business 
declined. The year-to-year com¬ 
parison was also affected by a 
$46 million charge to fourth quar¬ 
ter 1982 earnings (see “Foods and 
Beverages” discussion on page 28 
of this report). 

Net earnings from continuing 
operations in 1983 increased 
$118 million, or 20 percent, over 
1982. The increase in 1983 was 
primarily attributable to the im¬ 
proved earnings from continuing 
operations, a lower effective tax 
rate and a gain of $19 million on 
a debt-for-equity swap. 











































Consolidated Net Earnings 
from Continuing Operations 
Per Share 

(Dollars) 

$ 8.00 
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Tobacco 
Earnings from 
Operations 

(Dollars in Millions) 


$ 1,300 
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Net earnings from continuing 
operations per share were $5.66 
in 1983, an increase of 52 cents, 
or 10 percent, compared with 
1982, resulting mainly from the 
higher earnings from continuing 
operations noted above. The year- 
to-year comparison was also af¬ 
fected by an increased number 
of average common shares out¬ 
standing and higher preferred 
dividends, principally related to 
the 1982 Heublein acquisition. 
The dilutive effect of the acquisi¬ 
tion reduced the 1983 per share 
amount by 34 cents. 

Over the past five years, net 
sales have increased at an an¬ 
nual compound rate of 13 percent, 
and earnings from continuing 
operations and net earnings 
from continuing operations have 
increased at an 11 percent rate. 

The percentage contributions 
of each of the Company’s lines of 
business to net sales and earn¬ 
ings from continuing operations 
during the last five years were 
as follows: 


Net Sales 



1984 

1983 

1982 

1981 

1980 

Tobacco 

Foods and 

58% 

59% 

64% 

69% 

69% 

beverages 

36 

36 

31 

26 

26 

Other businesses 

6 

5 

5 

5 

5 


100% 100% 100% 100% 100% 

Earnings from Continuing Operations 


1984 

1983 

1982 

1981 

1980 

Tobacco 

Foods and 

75% 

76% 

89% 

89% 

90% 

beverages 

23 

22 

8 

9 

9 

Other businesses 

2 

2 

3 

2 

1 


100 % 100 % 100 '% 100 % 100 % 


Information regarding the ef¬ 
fects of changing prices is pre¬ 
sented on pages 49 through 51 
of this report. 

Tobacco 

The tobacco line of business, 
which includes the operations 
of R.J. Reynolds Tobacco Com¬ 
pany and R. J. Reynolds Tobacco 
International, Inc., manufactures 
and sells a variety of tobacco 
products, principally cigarettes. 
Products are manufactured in 
the United States and in 29 for¬ 
eign countries and territories by 
subsidiaries or licensees, and are 
sold in more than 160 markets 
around the world. 

Sales for the tobacco opera¬ 
tions were $7.69 billion for 1984, 
up $297 million over the prior 
year. The sales increase for the 
year was principally due to vol¬ 
ume gains and price increases, 
partially offset by the unfavor¬ 
able effect of a continued weak¬ 
ening of foreign currencies 
against the U.S. dollar. 

Domestically, tobacco volume 
increased 1.2 percent to 189.7 bil¬ 
lion units for the year, twice the 
growth rate of the overall ciga¬ 
rette industry. The increase was 
due largely to the stabilizing of 
existing brands and the success 
of new brands introduced in 1983 
and 1984. Reflecting this perfor¬ 
mance, domestic market share 
increased to 31.6 percent. Inter¬ 


national volume increased to 
84.7 billion units, based on a 13 
percent Camel volume increase. 
Camel was once again the fast¬ 
est growing international brand. 
International operations’ market 
share increased in 16 of the top 
20 foreign markets in which it 
competes. 

Earnings from operations were 
$1.29 billion for 1984, or 14 per¬ 
cent higher than last year. The 
improvement in earnings resulted 
from higher margins as a result 
of increased prices, continuing 
resource management efforts 
and productivity improvements, 
as well as volume gains. The 
improvement occurred even 
though marketing expenditures 
increased to support new product 
introductions and to maintain 
established brands. 

Tobacco sales were $7.39 billion 
in 1983, up 11 percent compared 
with 1982. The increase was due 
to higher excise taxes and price 
increases, along with an interna¬ 
tional unit volume increase of 4.3 
percent. These factors were par¬ 
tially offset by lower domestic 
unit volume, which declined to 
187.5 billion units in 1983 com¬ 
pared with 208.9 billion units in 
the prior year. The volume de¬ 
cline resulted, in large part, from 
the doubling of the U.S. excise 
tax on cigarettes from 8 cents to 
16 cents per pack on January 1, 
1983. Additionally, cigarette tax 
increases in 14 states during 
the year contributed to the 



































































decline. These negative factors 
were principally responsible for 
the domestic industry volume 
decline in 1983. 

Domestic tobacco’s market 
share was 31.5 percent in 1983 
compared with 33.5 percent in the 
prior year. This decline was re¬ 
lated to distortions in shipments 
to wholesalers as the retail trade 
disproportionately increased in¬ 
ventories of domestic tobacco’s 
brands in late 1982 in anticipa¬ 
tion of the U.S. federal excise tax 
increase. This adversely affected 
1983 market share as trade inven¬ 
tories were adjusted to normal 
levels early in the year. Addition¬ 
ally, market share for 1983 was 
affected by consumers switching 
| to lower-priced, non-branded ciga¬ 
rettes as economic conditions re¬ 
mained poor throughout much of 
the year. 

International unit volume 
increased by 4.3 percent to 84.1 
billion units in 1983. This im¬ 
provement was due to gains 
made by the Camel brand world¬ 
wide and by successful local 
brands in several major markets. 
International operations’ share of 
market was increased or main¬ 
tained in 18 of its top 20 markets. 

Earnings from operations were 
$1.13 billion in 1983 compared 
with $1.16 billion in 1982. The 
decrease was primarily due to 
the domestic volume decline, but 
was partially offset by improved 
international earnings. The inter¬ 
national improvement resulted 
from the volume increases noted 
earlier, modest price increases 
and stringent cost controls. The 
improvement was made despite 
the continued strengthening of 
the U.S. dollar, which had an 
unfavorable impact on interna¬ 
tional earnings. The effect of the 
one-time charge for a voluntary 
separation program, reported in 
the first quarter of 1983, was re¬ 
covered to a large extent by year 
end through reduced labor costs. 


Foods and Beverages 
Sales 

(Dollars in Millions) 


Foods and Beverages 

Foods and beverages includes 
the operations of Del Monte, 
Heublein and Kentucky Fried 
Chicken. Del Monte’s products 
are marketed in over 60 nations 
and include canned fruits and 
vegetables, prepared and frozen 
foods, beverage products and 
fresh fruit. Heublein produces, 
markets or distributes spirits 
and wines in more than 100 
countries. Kentucky Fried Chicken 
is a retail quick-service restaurant 
business with more than 6,100 
locations worldwide. 

Sales for the foods and bever¬ 
ages operations in 1984 were $4.7 
billion, up $207 million, or 4.6 per¬ 
cent over the prior year. The in¬ 
crease was due primarily to the 
volume increase from new stores 
and higher selling prices for 
Kentucky Fried Chicken, and the 
inclusion of Canada Dry, acquired 
in April. These gains were par¬ 
tially offset by the unfavorable 
effects of a continued weakening 
of foreign currencies against the 
U.S. dollar. The year-to-year 
sales comparison is also affected 
by low-margin wine and other 
operations which were sold in 
late 1983. 

Earnings from operations were 
$391 million for 1984, an increase 
of 17 percent over 1983. The im¬ 
provement resulted principally 
from Kentucky Fried Chicken 
volume increases, and higher 
margins attributable to improved 



Foods and Beverages 
Earnings from 
Operations 

(Dollars in Millions) 

$400 


320 


240 


160 

• mu 
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pricing and operating efficien¬ 
cies in Del Monte’s grocery prod¬ 
uct operations worldwide. Also 
contributing to the higher earn¬ 
ings were increased prices for 
Heublein’s spirits and interna¬ 
tional beverage operations, and 
the inclusion of Canada Dry. 
Partially offsetting these factors 
was lower earnings from fresh 
fruit operations as a result of de¬ 
creased prices due to an industry 
oversupply of bananas. 

Foods and beverages sales 
were $4.49 billion in 1983, an in¬ 
crease of 42 percent over 1982. 
Earnings from operations were 
$334 million compared with $102 
million for the prior year. These 
increases were principally due to 
the inclusion of the full-year re¬ 
sults of Heublein and Kentucky 
Fried Chicken. Also contributing 
to the earnings from operations 
increase was a strong perfor¬ 
mance by Del Monte that re¬ 
sulted from higher fresh fruit 
prices, due primarily to a world¬ 
wide shortage of bananas, as 
well as improved margins on 
seasonal fruits and vegetables. 
The year-to-year earnings com¬ 
parison was also affected by a 
$46 million 1982 fourth quarter 
charge resulting from the closing 
of underutilized, high-cost facili¬ 
ties and the establishment of an 
early retirement incentive pro¬ 
gram at Del Monte. 
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R.J. Reynolds Industries, Inc. 

SELECTED FIVE-YEAR FINANCIAL CONDITION DATA 


(Dollars in Millions Except Per Share Amounts) 

1984 

1983 

1982 

1981 

1980 

Funds provided by continuing operations 

$1,282 

$1,107 

$ 775 

$ 789 

$ 691 

Total current assets 

$5,114 

$4,461 

$4,209 

$3,577 

$3,161 

Total current liabilities 

2,250 

1,499 

1,985 

1,475 

1,366 

Working capital 

$2,864 

$2,962 

$2,224 

$2,102 

$1,795 

Current ratio 

2.3 

3.0 

2.1 

2.4 

2.3 

Total assets 

$9,272 

$9,217 

$9,240 

$6,935 

$6,281 

Return on beginning total assets (i) 

14.1% 

10 .6% 

13.9% 

13.4% 

13.4% 

Return on average total assets 

14.1% 

10 .6% 

11.9% 

12.7% 

12.5% 

- . 1 --——5— --- - --r-—w—:- 

Total debt (2) 

$ 1,585 

$1,590 

$1,967 

$1,528 

$1,490 

Preferred stocks 

499 

631 

630 

345 

346 

Common stockholders’ equity 

4,478 

5,223 

4,766 

3,927 

3,445 

Total capital 

$ 6,562 

$7,444 

$ 7,363 

$5,800 

$5,281 

Return on beginning total capital (3) 

17.5% 

13.3% 

16.6% 

15.9% 

15.9% 

Return on average total capital 

18.6% 

13.2% 

14.6% 

15.2% 

14.8% 

Total debt as a percentage 
of total capital ( 4 ) 

24.2% 

21.4% 

26.7% 

26.3% 

28.2% 

Return on beginning common 
stockholders’ equity (5) 

22.1% 

17.2% 

21 .2% 

21.4% 

21.3% 

Return on average common 
stockholders’ equity 

23.8% 

16.4% 

19.2% 

20 .0% 

19.9% 

Capital expenditures 

$ 813 

$ 609 

$ 377 

$ 298 

$ 238 

Book value per common share 

$43.33 

$46.11 

$42.33 

$37.63 

$33.09 


Net earnings for 1984 include a $275 million gain on the sale of the Company’s energy business, and prior years have been restated to include this 
business in discontinued operations (see Note 1 to the Financial Statements). 

(1) Net earnings plus after-tax interest and debt expense divided by beginning total assets. 

(2) Total debt consists of notes payable and long-term debt (including current maturities). 

(3) Net earnings plus after-tax interest and debt expense divided by beginning total capital. 

(4) At December 31,1984,1983,1982, 1981 and 1980, the sum of total debt and redeemable preferred stocks as a percentage of total capital was 
31.8 percent, 29.8 percent, 35.3 percent, 32.2 percent and 34.7 percent, respectively. 

(5) Net earnings applicable to Common Stock divided by beginning common stockholders’ equity. 





















FINANCIAL CONDITION 

Funds Provided by 
Continuing Operations 

Funds provided by continuing 
operations were $1.28 billion in 
1984 compared with $1.11 billion 
in 1983 and $775 million in 1982. 
The increases in funds provided 
by continuing operations were 
due to higher levels of earnings. 
Internally generated funds from 
operations represent a major 
source of funds available to 
the Company. 

Over the past five years, funds 
provided by continuing opera¬ 
tions totaled $4.64 billion, with 
the tobacco business providing 
78 percent of this total. Funds 
provided by continuing opera¬ 
tions have exceeded the sum of 
capital expenditures and cash 
dividends during the last five 
years, leaving $602 million of 
internally generated funds avail¬ 
able for other Company purposes. 

The Company expects that 
internally generated funds will 
be sufficient to meet projected 
capital expenditures and cash 
dividends over the next three 
years even though capital ex¬ 
penditures are projected to total 
$2.8 billion, an increase of $1 bil¬ 
lion compared with the last 
three years. (See “Capital 
Expenditures” discussion on 
page 31.) 

Working Capital 
and Liquidity 

The Company’s working capi¬ 
tal decreased by 3.3 percent to 
$2.86 billion at December 31, 

1984, compared with $2.96 bil¬ 
lion in 1983. Although working 
capital declined slightly, 
overall liquidity was signifi¬ 
cantly increased as the Com¬ 
pany’s cash and short-term 
investments increased by $960 
million to $1.32 billion at year- 
end 1984. This increase was 
principally due to the proceeds 


Funds Provided by 
Continuing Operations, 

Capital Expenditures and 
| Cash Dividends 

(Dollars in Millions) 

$ 1,300 

1,040 
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520 
260 
0 

— Funds Provided by 

Continuing Operations 
El Capital Expenditures 
Cash Dividends 

from the sale of the Company’s 
energy business and Sea-Land’s 
payment of $400 million to the 
Company prior to the spin-off. In 
addition, working capital was 
increased during the year by 
funds provided by continuing 
operations. Offsetting these 
increases were the repurchases 
of 10 million shares of Common 
Stock and 2.8 million shares of 
Series A Cumulative Preferred 
Stock, higher capital expendi¬ 
tures, cash dividends and var¬ 
ious acquisitions including 
Canada Dry, Bear Creek and 
Sunkist. Also affecting the 
decline in working capital was 
an increase in current maturities 
of long-term debt due to normal 
debt maturities. 

The current ratio at December 
31, 1984 and 1983 was 2.3 and 
3.0, respectively. Although the 
1984 current ratio declined com¬ 
pared with 1983, the Company 
has maintained a high degree of 
liquidity in its current assets, and 
the 1984 current ratio is compar¬ 
able to the average current ratio 
of 2.4 over the past five years. 

The Company believes that its 
continued favorable current ratio 
is an important indicator of its 
ability to meet short-term obliga¬ 
tions. A further indication of the 
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Company’s strong liquidity posi¬ 
tion is the fact that 55 percent of 
total assets are current, a major 
portion of which are LIFO 
inventories carried at values sub¬ 
stantially less than current cost. 
The current cost of inventories 
was $1.73 billion more than the 
amounts at which they were 
carried on the 1984 Balance 
Sheet (see Note 5 to the Finan¬ 
cial Statements). 

During 1984, the Company con¬ 
tinued to maintain certain credit 
facilities with various banks. 

The credit available through 
these facilities, $523 million at 
year-end 1984, includes $373 mil¬ 
lion to support any future com¬ 
mercial paper issuances. The 
Company utilizes commercial 
paper to fund seasonal working 
capital requirements as needed. 
The Company’s commercial 
paper carries the highest ratings 
available. 

In January 1985, the Company 
announced that it intends to 
repurchase up to 7 million 
shares of its Common Stock dur¬ 
ing the year. Additionally, the 
Company called for redemption 
of 2,015,320 shares of the 
remaining outstanding Series A 
Cumulative Preferred Stock on 
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March 1, 1985. (See Notes 12 and 
13 to the Financial Statements.) 
The Company expects that funds 
for these repurchases will be pro¬ 
vided by existing cash resources, 
without jeopardizing its strong 
liquidity position. 

Capital Resources 

Although total capital de¬ 
clined during the year as a 
result of the distribution of the 
Company’s transportation opera¬ 
tions to its stockholders and the 
repurchase of a portion of its 
Common Stock and Series A 
Cumulative Preferred Stock, the 
long-term financial position of 
the Company remains strong, as 
evidenced by continued favorable 
financial ratios. 

In January 1983, the Company 
issued $100 million of two-year 
and $100 million of three-year 
term notes. The net proceeds of 
these issues were used to reduce 
short-term borrowings classified 
as long-term at year-end 1982. 
Additionally, in 1983 the Com¬ 
pany repurchased $77 million of 
its long-term debt prior to sched¬ 
uled maturity in exchange for 
cash and Common Stock. 

At December 31, 1984 and 
1983, total debt as a percentage 
of total capital was 24 percent 
and 21 percent, respectively, and 
has averaged 25 percent over the 
last five years. At December 31, 
1984 and 1983, the sum of total 
debt and redeemable preferred 
stocks as a percentage of total 
capital was 32 percent and 30 
percent, respectively, and has 
averaged 33 percent over the last 
five years. The increases in these 
ratios were due to the reduction 
in capital noted above. The Com¬ 
pany believes that these debt-to- 
capital ratios reflect a strong 
financial position. Should the 
need for external financing arise, 
the Company’s financial 
strength provides for consider¬ 
able flexibility in the timing and 
use of short-term and long-term 
credit markets. 


1980-1984 

Capital Expenditures by 
Line of Business 



B Tobacco 

□ Foods and Beverages 
B Other 


Capital Expenditures 

Capital expenditures for 1984 
were $813 million compared with 
$609 million in 1983 and $377 
million in 1982. The increase in 
1984 compared with 1983 was 
due principally to expenditures 
associated with the construction 
of new manufacturing facilities 
for tobacco operations. 

In the tobacco business, capi¬ 
tal expenditures during 1984 
totaled $517 million, primarily 
for a new cigarette manufactur¬ 
ing complex in Tobaccoville, 
N.C., and the modernization of 
existing facilities in Winston- 
Salem, N.C. 

Foods and beverages’ capital 
expenditures amounted to 
$246 million in 1984 compared 
with $206 million in 1983. The 
increase was primarily due to 
the construction and upgrading 
of Kentucky Fried Chicken 
stores worldwide. 

Capital expenditures are 
currently projected to total $2.8 
billion over the next three years, 
principally for domestic tobacco 
plant modernization and the ex¬ 
pansion of Kentucky Fried 
Chicken worldwide. The Com¬ 
pany expects to satisfy its 


1985-1987 Projected 
Capital Expenditures by 
Line of Business 



B Tobacco 

Q Foods and Beverages 
B Other 


capital needs primarily using 
funds generated from operations. 

FOREIGN CURRENCY 

The Company has operations 
in many countries, utilizing 24 
functional currencies in its more 
than 250 subsidiaries and 
branches. The major functional 
currency is the U.S. dollar. Sig¬ 
nificant foreign currency net 
investments are located in Can¬ 
ada, West Germany and the Phi¬ 
lippines. Changes in the 
strength of these countries’ cur¬ 
rencies relative to the U.S. dollar 
result in direct charges or credits 
to the equity section on the Con¬ 
solidated Balance Sheets. The 
Company also has significant 
exposure to foreign exchange 
transactions, such as sales, pur¬ 
chases and debt service, in cur¬ 
rencies other than a functional 
currency. The exposures include 
the West German mark, Brazi¬ 
lian cruzeiro, Malaysian ringgit, 
British pound and the U.S. dol¬ 
lar. The Company continually 
monitors these exposures and 
consequently has been able to 
minimize the effects of foreign 
currency translation on its 
earnings. 















,V>' 




Although fluctuations in the 
value of foreign currencies cause 
U.S. dollar translated amounts 
to change in comparison with 
previous periods, the Company 
cannot quantify in any meaning¬ 
ful way the effect of such fluctua- 
I tions upon future earnings. This 
is due to the large number of cur¬ 
rencies involved, the constantly 
changing exposure to these cur¬ 
rencies, the complexity of inter¬ 
company relationships, the 
hedging activity entered into to 
minimize the effect of rate 
changes and the fact that all for¬ 
eign currencies do not react in 
the same manner against the 
U.S. dollar. 

DIVIDENDS AND 
STOCK PRICES 

The Company’s common and 
preferred stocks are listed and 
principally traded on the New 
I York Stock Exchange, Inc. (trad¬ 
ing symbol: RJR). In 1984 the 
Company’s Common Stock 
began trading on the London 
Stock Exchange. The Com¬ 
pany expects its Common 
Stock to be listed on other for¬ 
eign stock exchanges during 
1985. The number of stockhold¬ 
ers of record at December 31, 

1984 was as follows: Common 
Stock — 99,994; Series A Cumu¬ 
lative Preferred Stock — 4,669; 
and Series B Cumulative Pre¬ 
ferred Stock — 9,557. 

The Company has paid all reg¬ 
ular quarterly dividends on its 
Series A Cumulative Preferred 
Stock and its Series B Cumula¬ 
tive Preferred Stock, which have 
regular quarterly dividend rates 
of $1,025 and $2,875 per share, 
respectively. 

The following table sets forth 
the dividends paid per share of 
Common Stock and the high and 



Net Earnings Per Common 
Share and Dividends Per 
Common Share: 


(Dollars) 
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low sales prices, taken from the 
Composite Tape as reported by 
the Wall Street Journal, for Com¬ 
mon Stock, the Series A Cumula¬ 
tive Preferred Stock and the 
Series B Cumulative Preferred 
Stock during the last two years: 

Common Preferred Stocks 

_ Stock _ Series A Series B 

Qtrs. Div. Market Price (high-low) 
1984 

1st $ .80 6678-5447%-45Vfe 106%-102V4 
2nd .80 65 -527s 47%-467 b 105 -10072 
3rd .80 68V4-56V4 48 -46% 105'/4-101% 
4th_.85 7272-64V 2 48%-47% 107¥ 2 -103Vi 

Year $3.25 7272-5278 48%-45¥2 107 ¥>-10072 

1983 

1st $ .75 527s-45'4 47%-4572 109%-104 5 /s 
2nd .75 5678-48 :i /a 487 4 -44% 10974 -10472 
3rd .75 60 - 497s 46%-457s 107 -1037s 

4th .80 63%-56 5 /a 467a-457 4 10672-10178 

Year $ 3.05 63 5 /a-4574 4874-44% 109%-1017s 
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R. J. Reynplds Industries, Inc. 

CONSOLIDATED 

FINANCIAL 

STATEMENTS 


The Summary of Significant 
Accounting Policies below, the 
Notes to Consolidated Financial 
Statements on pages 37 through 
43, the Lines of Business and 
Geographic Data for 1984, 1983 
and 1982 on pages 46 through 
48 and the Inflation Account¬ 
ing Data on pages 49 through 
51 are integral parts of the 
accompanying financial 
statements. 

' 

SUMMARY OF SIGNIFICANT 
ACCOUNTING POLICIES 


This summary of significant 
accounting policies is presented 
to assist in understanding the 
Company’s financial statements 
included in this report. These 
policies conform to generally ac¬ 
cepted accounting principles 
and have been consistently 
followed by the Company in 
all material respects. 

Consolidation 

The Company includes in its 
consolidated financial state¬ 
ments the accounts of the parent 
and all subsidiaries. The energy 
and transportation businesses 
are included as discontinued 
operations, and prior years have 
been restated accordingly. 

Inventories 

In all of the Company’s 
businesses, inventories are 
stated at the lower of cost or 
market. Various methods are 
used for determining cost as de¬ 
scribed below. 


The cost of domestic invento¬ 
ries is determined principally by 
the LIFO method. The cost of 
remaining inventories is deter¬ 
mined using the FIFO, specific 
lot and weighted average 
methods. In accordance with rec¬ 
ognized trade practices, stocks of 
tobacco and bulk whiskey and 
wine, which must be cured or 
aged for more than one year, are 
classified as current assets. 

Depreciation and 
Amortization 

Property, plant and equipment 
are depreciated principally by 
the straight-line method. 

Trademarks, Goodwill and 
Other Intangibles 

Trademarks are generally 
being amortized on a straight- 
line basis over a 40-year period. 

Goodwill acquired subsequent 
to October 31, 1970 is being 
amortized principally on a 
straight-line basis over a 40-year 
period. Generally, amounts 
recorded prior to that date are 
not being amortized, but are 
adjusted through charges 
against earnings if the Com¬ 
pany believes permanent 
impairment of the value of these 
assets has occurred. 

Other Income and Expense 

The Company includes in 
“Other income (expense), net” 
items of a financial nature, prin¬ 
cipally interest income. 

Income Taxes 

The Company uses the flow¬ 
through method in accounting 
for investment tax credits, where¬ 
by the provision for income taxes 
is reduced in the year the tax 
credits first become available. 












R. J. Reynolds Industries, Inc. 

CONSOLIDATED STATEMENTS 
OF EARNINGS AND EARNINGS RETAINED 

For the Years Ended December 31 
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(Dollars in Millions Except Per Share Amounts) 

1984 

1983 

1982 

Net sales (Note 2) 

$12,974 

$12,312 

$10,160 

Costs and expenses: 


^ V ^ / " ' ’ '// .( 

C ^ k T " ‘ - .' 

Cost of products sold 

8,282 

8,226 

6,719 

Selling, advertising, administrative 
and general expenses 

3,073 

2,689 

2,219 

Earnings from continuing operations 

1,619 

1,397 

1,222 

Interest and debt expense (net of capitalized 

1 



amounts of $29, $9 and $4, respectively) 

(187) 

(196) 

(186) 

Other income (expense), net (Notes 1 and 10) 

120 

87 

61 

. 

Earnings from continuing operations before 


. 

' 

, V-V v , ^ \ i' , wV 

provision for income taxes 

1,552 

1,288 

1,097 

Provision for income taxes (Note 3) 

709 

586 

513 

Net earnings from continuing operations 

843 

702 

: / , 1 ^ '< if ^ i v 

584 

Net earnings from discontinued operations (Note 1) 

92 

179 

286 

Gain on sale of energy operations, net of taxes (Note 1) 

275 

{ , e ^ 1 * V ^ s * -x 

'if ' . v ,■ \ \ • ■ ^ - X ^ 

), , - 1 . /___’ -Jfi- ~ 1 

- ■ . ' t * r 

Net earnings 

1,210 

881 

870 

Less preferred dividends 

56 

62 

36 

• , *. 

Net earnings applicable to Common Stock 

1,154 

819 

834 

Earnings retained at beginning of year 

4,461 

3,987 

3,457 

Less: 


Cash dividends on Common Stock 

360 

345 

304 

Distribution of Sea-Land stock (Note 1) 

540 



Retirement of Common Stock (Note 13) 

681 

- ;■ 

_ 

Earnings retained at end of year 

$ 4,034 

$ 4,461 

$ 3,987 

v ‘ ' >• ^ , , "4 V / s | . {’ , / . \ \ 

Net earnings per common share: 

> ' \ 



Continuing operations 

$ 7.00 

$ 5.66 

$ 5.14 

Discontinued operations 

3.27 

1.59 

2.68 

— . ’ 1 1 - - — -- 

$ 10.27 

$ 7.25 

, : $ 7.82 

Average number of common shares outstanding 

(m thousands) 

112,375 

112,997 

106,706 
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R. J. Reynolds Industries, Inc. 

CONSOLIDATED STATEMENTS 
OF CHANGES IN FINANCIAL POSITION 

- V 1 '*• * ' ‘ ^ \ ' \ p ~ ( *r 

For the Years Ended December 31 




(Dollars in Millions) 

1984 

1983 

1982 

^ v- - t• \ , : 1 / r -i • , /■ ^ v. 

Funds provided by continuing operations: 

Net sales 

$ 12,974 

- '/ v • ^ ■■ ‘ x ' >' (l ■’ 

$12,312 

$10,160 

Less operating costs and expenses which 
required the outlay of working capital 

11,692 

11,205 

9,385 

Total funds provided by continuing operations 

--- 

1,282 

1,107 

775 


Funds required by continuing operations: 
Change in working capital resulting from 
operations (see below) 

Capital expenditures 
Miscellaneous acquisitions 
Disposals of property, plant and equipment 
Cash dividends 

Cumulative translation adjustments 
Other 


(31) 

(318) 

(112) 

813 

609 

377 

292 

16 

49 

(39) 

(77) 

(67) 

416 

407 

340 

39 

26 

49 

110 

116 

50 


Total funds required by continuing operations 


1,600 

779 

686 

Net funds provided (required) by continuing operations 


(318) 

328 

89 

' / C** ■' yVHf f" < t A'^ - v 

Financing transactions: 

Net change in current notes payable* 


(31) 

(204) 

(176) 

Proceeds from the issuance of long-term debt 


57 

245 

563 

Retirements of long-term debt* 

Proceeds from issuance of Company’s 


(41) 

/ ' • H w. 

(413) 

(115) 

stocks (Notes 12 and 13) 


11 

36 

648 

Repurchases of Company’s stocks (Notes 12 and 13) 


(877) 

— 

— 

■ 


(881) 

(336) 

920 

Net change in funds related to discontinued 

operations (Note 1) 


2,159 

125 

467 

Net funds required for acquisition of 

Heublein (Note 16) 


— 

1 mlmlm 

(1,295) 

Increase in casb and short-term investments 

$ 

960 

$ 117 

$ 181 

Analysis of change in working capital resulting 
from operations*: 

Funds required (provided) by the change in: 

Accounts and notes receivable 

$ 

437 

$ (69) 

$ 8 

Inventories 


(197) 

(363) 

145 

Prepaid expenses 


8 

11 

(3) 

Accounts payable and accrued accounts 


(225) 

21 

(261) 

Income taxes accrued 


(54) 

82 

(1) 

Change in working capital resulting 

from operations 

$ 

(31) 

$ (318) 

$ (112) 


U- * 


*Does not include Heublein amounts at date of acquisition (see Note 16) or items related to discontinued operations. 

































R. J. Reynolds Industries, Inc. 

CONSOLIDATED BALANCE SHEETS 

December 31 




(Dollars in Millions) 


•T 








1984 

1983 

/ j V \ ; ‘ V . V. f 

v v / ' * '' 

$ 1,323 

$ 363 

1,226 

1,344 

2,493 

2,690 

72 

64 


ASSETS 
Current assets: 

Cash and short-term investments (Note 4) 
Accounts and notes receivable 
(less allowances of $46 and $42, respectively) 
Inventories (Note 5) 

Prepaid expenses 


Total current assets 

5,114 

4,461 

Property, plant and equipment — at cost (Note 6) 

3,760 

3,001 

Less depreciation and amortization 

944 

795 

Net property, plant and equipment 

2,816 

2,206 

Trademarks, goodwill and other intangibles (Note 7) 

1,055 

866 

Other assets and deferred charges 

287 

235 

Net assets of discontinued operations (Note 1) 

— 

1,449 

• 

$ 9,272 

$9,217 . 

LIABILITIES AND STOCKHOLDERS’ EQUITY 

\ ^ > N ' < - \ 

i N • V> v .N .^ ' 


Current liabilities: 

Notes payable (Note 8) 

Accounts payable and accrued accounts (Note 9) 

Current maturities of long-term debt (Note 10) 

Income taxes accrued 

$ 101 
1,459 
227 
463 

$ 132 
1,205 
38 
124 


Total current liabilities 


2,250 


1,499 


Long-term debt (less current maturities) (Note 10) 

Other noncurrent liabilities 


\ f \ 


1,257 

265 


1,420 

168 


Deferred income taxes 

523 

276 

Commitments and contingencies (Note 11) 



Redeemable preferred stocks — net (Note 12) 

499 

631 

Common stockholders’ equity (Notes 1 and 13): 
Common Stock — net 

Paid-in capital 

Cumulative translation adjustments (Note 14) 
Earnings retained 

255 

344 

(155) 

4,034 

280 

585 

(103) 

4,461 

y ( / >/> v'•. v \ A v _ >> ''s i\v ' . i 

Total common stockholders’ equity 

•- 

4,478 

5,223 

! 

$ 9,272 

--- - - 

$9,217 


,'VV; •/' 


























R.J. Reynolds Industries, Inc. 

NOTES TO 
CONSOLIDATED 
FINANCIAL 
STATEMENTS 

(Dollars in Millions Except 
er Share Amounts) 



Note 1 

Discontinued Operations 


On October 26, 1984, the Com- 
| pany sold its energy operations 
for $1.7 billion in cash. The gain 
j on the sale was $275 million af- 
j ter tax expense of $162 million, 
and added $2.45 to the 1984 net 
earnings per share. Prior years 
have been restated to include the 
Company’s former energy busi¬ 
ness as discontinued operations. 

On June 19, 1984, the Com- 
i pany completed the divestiture 
| of its transportation operations 
l through a pro rata distribution 
(spin-off) of all the common 
stock of Sea-Land Corporation 
to the holders of the Company’s 
Common Stock. Sea-Land has 
been accounted for as a discon¬ 
tinued operation since 1983. 

Prior to the distribution, Sea- 
Land paid the Company $400 
million in settlement of inter¬ 
company balances and as a par¬ 
tied return of investment. The 
spin-off reduced “Common 
stockholders’ equity” by $753 
million, of which $213 million 
was allocated to “Paid-in capi¬ 
tal” and $540 million to “Earn¬ 
ings retained.” 

The Company’s net inter¬ 
company balance related to dis¬ 
continued operations totaled 
$555 million on December 31, 
1983 and was included on the 
balance sheet in “Accounts and 


notes receivable.” The intercom¬ 
pany balances were paid prior to 
the dispositions. Income from 
net interest charges on intercom¬ 
pany balances with discontin¬ 
ued operations are included in 
“Other income (expense), net.” 
For 1984, 1983 and 1982, the net 
interest income related to discon¬ 
tinued operations was $42 mil¬ 
lion, $31 million and $41 million, 
respectively. 

Summarized results of opera¬ 
tions and financial position data 
of discontinued operations were 
as follows: 

_ 1984 1983 1982 

Results of operations: 

Net sales and 

operating revenues $1,987 $ 2,807 $2,915 
Earnings from 


Note 3 

Provision for Income Taxes 


The provision for income taxes 
consisted of the following: 


operations 

245 

265 

372 

Nonrecurring gain 
Earnings before 
provision for 



173 

income taxes 
Provision for 

208 

255 

513 

income taxes 

103 

76 

227 

Spin-off expenses 

Net earnings from 
discontinued 

13 



operations 

92 

179 

286 


• ^ i". ’ ** t / } , 

1983 


1984 

1983 

1982 

Financial position: 

Current assets 

Net property, plant 
and equipment 

$ 473 

Excess of tax over 
book depreciation 
Various other items 

$55 

43 

$ 40 
94 

$30 

(35) 

2,347 

Deferred income taxes 

$98 

$134 

$ (5) 


Other assets 
Total liabilities and 
deferred taxes 


489 


(1,860) 


Net assets of discon¬ 
tinued operations 


$ 1,449 


Note 2 
Excise Taxes 


;// 


Net sales included excise taxes 
as indicated in the following 
table: 



1984 

1983 

1982 

Tobacco 

Spirits and 

$2,667 

$2,746 

$1,982 

wines 

392 

405 

179 


$3,059 

$3,151 

$2,161 



1984 

1983 

1982 

Current: 




Federal 

$456 

$344 

$421 

State 

68 

51 

57 

Foreign 

87 

57 

40 


611 

452 

518 

Deferred: 




Federal 

84 

115 

(26) 

State 

13 

12 

9 

Foreign 

1 

7 

12 


98 

134 

(5) 

Provision for 




income taxes $709 

$586 

$513 


Deferred income tax expense re¬ 
sults from timing differences in 
the recognition of revenue and 
expense for book and tax pur¬ 
poses. The sources of these differ¬ 
ences and the tax effect of each 
were as follows: 


Pretax income from continu¬ 
ing operations for domestic and 
foreign operations is shown in 
the following table: 


> ' m ,. ■ 

' 1 / ^ ^ /• 1 

1984 

1983 

1982 

Domestic (includes 
U.S. exports) 

$1,248 

$1,052 

$ 962 

Foreign* 

304 

236 

135 


$1,552 

$1,288 

$1,097 


* Pretax income of foreign operations is earn¬ 
ings of all operations located outside the 
United States, some of which may also be 
currently subject to U.S. tax jurisdiction. 

The differences between the 
provision for income taxes and 
income taxes computed at the 


/f-i 

\ 


37 
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statutory U.S. federal income tax 
rate are explained as follows: 

■;' 



1984 

1983 

.1982 

Income taxes comput- 




ed at 46% statutory 
U.S. federal 




income tax rate 
Taxes on foreign 

$714 

$592 

$505 

operations in 
excess of (less 
than) the statutory 
U.S. federal income 




tax rate 

State taxes, net of 

(19) 

(17) 

2 

federal benefit 

43 

34 

36 

Investment tax credit 

(55) 

(35) 

(21) 

Miscellaneous items 

26 

12 

(9) 

Provision for 




income taxes 

$709 

$586 

$513 

Effective tax rate 45.7% 

45.5% 

46.8% 


At December 31,1984, there 
were $735 million of accumulated 
and undistributed earnings of 
foreign subsidiaries for which no 
provision for U.S. federal income 
taxes had been made. These un¬ 
distributed earnings are intended 
to be reinvested abroad indefi¬ 
nitely or repatriated substantial¬ 
ly free of additional tax. 

There are a number of issues 
pending as a result of Internal 
Revenue Service audits. The 
resolution of these issues is not 
expected to have a material ef¬ 
fect on the Company’s financial 
position. 



Note 4 

Cash and Short-term 
Investments 


Short-term investments at 
December 31, 1984 and 1983, val¬ 
ued at cost (approximate mar¬ 
ket), totaled $1,105 million and 
$315 million, respectively. The 
1984 increase was due to invest¬ 
ment of a portion of the proceeds 
from the sale of the Company’s 
energy operations (see Note 1). 
Short-term investments at De¬ 
cember 31, 1984 principally con¬ 
sisted of repurchase agreements 
with banks, which are secured 
by U.S. government securities. 


The Company’s cash balances 
included demand deposits main¬ 
tained in the form of compen¬ 
sating balances with domestic 
banks to support both outstand¬ 
ing borrowings and future credit 
availability to meet short-term 
financial needs. The Company’s 
cash balances needed to support 
daily operations generally exceed 
compensating balance amounts. 
The compensating balances to¬ 
taled $9 million at December 31, 
1984 and represent, on the aver¬ 
age, 4 percent of unused lines of 
credit plus 4 percent of outstand¬ 
ing borrowings drawn down 


under these arrangements (see 
Note 8). 



Note 5 
Inventories 

The major classes of inventory 
and the amount of each at 
December 31 were: 



1984 

1983 

Leaf tobacco 

$1,174 

$1,418 

Manufactured products 

659 

637 

Bulk whiskey and wine 

125 

124 

Excise tax on 


v 

manufactured products 

97 

131 

Raw materials 

256 

247 

Other 

182 

133 


$2,493 $2,690 


At December 31, 1984 and 
1983, $1,657 million and $1,827 
million, respectively, of the in¬ 
ventory was valued by the LIFO 
method. The balance of the in¬ 
ventory was valued by various 
other methods, principally FIFO. 

The current cost of inventories 
at December 31, 1984 and 1983 
was greater than the amounts at 
which these inventories were car¬ 
ried on the balance sheets by 
$1,727 million and $1,675 mil¬ 
lion, respectively. 



Note 6 


Property, Plant and 
Equipment 


Components of property, plant 
and equipment at December 31 
are shown in the following table: 


Land and land 
improvements 
Buildings and leasehold 
improvements 
Machinery and equipment 
Construction-in-process 


1984 


1983 



$ 301 $ 236 




842 728 

1,928 1,649 

689 , 388 

$3,760 $3,001 







l 



Note 7 

Trademarks, Goodwill and 
Other Intangibles 


This account consisted of the 
following items, valued at cost, 
at December 31: 



1984 

1983 

Trademarks 

$ 526 

$483 

Goodwill 

542 

411 

Other intangibles 

72 

28 

i 

Less accumulated 

1,140 

922 

amortization 

85 

56 


$ 1,055 

$866 



Note 8 

Notes Payable and 
Related Information 


Notes payable consisted of 
short-term bank borrowings, 
principally from foreign banks 
to finance foreign operations. 
These borrowings were generally 
made in the form of demand 
notes under lines of credit estab¬ 
lished as part of the Company’s 
banking arrangements at rates 








































which, for the most part, approx¬ 
imated the minimum commercial 
interest rates prevailing at the 
dates of borrowing. Unused lines 
of credit at December 31, 1984 to¬ 
taled $523 million, including 
$373 million to support any fu¬ 
ture commercial paper issuances. 




Note 9 

Accounts Payable and 
Accrued Accounts 



Accounts payable and accrued 
accounts consisted of the follow- 
ing at December 31: 



1984 

1983 

Trade accounts 

$ 297 

$ 280 

Excise tax 

219 

249 

Other accruals and payables 

943 

676 


$1,459 

$1,205 


Note 11 

Commitments and 
C ontingencies 

The Company is engaged in 
the expansion and moderniza¬ 
tion of cigarette manufacturing 
facilities in the Winston-Salem, 
N.C., area which is expected to 
be substantially completed by 
1987. At December 31, 1984, the 
estimated cost to complete this 
project was $1.4 billion. 

There are certain claims and 
pending actions against the 
Company and its subsidiaries 
which in the aggregate are not 
expected to have any material 
adverse effect on the Company’s 
financial position. 


Note 12 

Redeemable Preferred 
Stocks 

Series A Cumulative Preferred Stock 

The Series A Stock is subject 
to a mandatory redemption re¬ 
quirement of 1,007,660 shares per 
year, commencing March 1, 

1985, at a redemption price of 
$48.50 per share plus any ac¬ 
crued dividends. The Company 
has the noncumulative option to 
double the amount redeemed pur¬ 
suant to such mandatory re¬ 
demption in any year. 

During 1984, the Company re¬ 
purchased 2.8 million shares, or 
40 percent, of its outstanding 
Series A Stock. In January 1985, 


Note 10 

Long-term Debt 



December 31,1984 

December 31,1983 


Due Within 

Due After 

Due Within 

Due After 


One Year 

One Year (2) 

One Year 

One Year 

Long-term debt consisted of the following: 

7%% Debentures, with annual sinking fund payments through 1994 (reduced by 
$5 million and $9 million of such debentures held by the Company on December 31, 

1984 and 1983, respectively, for future sinking fund requirements) 

$ - 

$ 45 

$- 

$ 46 

7 3 /s% Debentures, due February 1, 2001, annual sinking fund payments began in 1982 
(reduced by $60 million and $65 million of such debentures held by the Company on 

December 31,1984 and 1983, respectively, for future sinking fund requirements) (1) 

— 

25 

— 

25 

8% Debentures, due January 15, 2007, with semiannual sinking fund payments 
beginning in 1988 (reduced by $28 million of such debentures held by the Company 

on December 31,1984 and 1983, for future sinking fund requirements) (1) 

— 

122 

— 

122 

13.35% Sinking Fund Debentures, due October 1, 2012, with annual sinking fund 

payments beginning in 1993 

— 

200 

— 

200 

9 5 /s% Notes, due January 15,1985 

100 

— 

— 

100 

8%% Notes, due February 15,1985 

90 

— 

— 

90 

9%% Notes, due January 15,1986 

— 

100 

— 

100 

10%% Notes, due October 15,1988 

— 

100 

— 

100 

12%% Guaranteed Notes, due October 1,1989 

— 

100 

— 

100 

10.45% Notes, due May 15,1990 

— 

150 


150 

Zero Coupon Guaranteed Notes, due February 19,1992, net of discount of 
$249 million at December 31,1984, effective interest rate of 14.64% 


151 

— 

132 

8.9% Notes, due October 1,1996, annual prepayments began in 1981 

6 

69 

6 

75 

Capitalized lease obligations and other indebtedness 

31 

195 

32 

180 


$227 

$ 1,257 

$38 

$ 1,420 


(1) In August 1983, the Company acquired $49 million of its 7%% Debentures and $28 million of its 8% Debentures prior to scheduled maturity in 
exchange for cash of $29 million and 591,296 shares of Common Stock (see Note 13). This transaction resulted in a $19 million gain which was 
included in “Other income (expense), net.” 

(2) The payment schedule of debt due through 1989 is as follows (in millions): 1986 - $140; 1987 - $36; 1988 - $136; and 1989 - $129. 














































the Company called for redemp¬ 
tion of 2,015,320 shares of Series 
A Stock on March 1, 1985, at a 
cost of approximately $98 million. 

Each share of Series A Stock 
entitles the holder to receive 
cumulative dividends, payable 
quarterly, at the rate of $4.10 per 
annum. The Series A Stock ranks 
senior to the Common Stock, and 
on a parity with the outstanding 
Series B Cumulative Preferred 
Stock as to dividends, and upon 
liquidation entitles the stock¬ 
holder to receive $48.50 per share 
plus accrued dividends before 
any distribution upon liquida¬ 
tion is made to holders of Com¬ 
mon Stock. 

Each share entitles the holder 
to three-quarters of one vote on 
all matters on which holders of 
Common Stock have the right 
to vote, voting together with all 
other shares entitled to vote and 
not as a class. 

Dividends on Series A Stock 
amounted to $23 million in 1984, 
and $29 million in both 1983 
and 1982. 


Series B Cumulative Preferred Stock 

The Series B Stock is subject 
to mandatory redemption of 
327,375 shares per year, com¬ 
mencing November 1, 1989, at 
a redemption price of $100 per 
share plus any accrued divi¬ 
dends. The Company has the 
noncumulative option to double 
the amount redeemed pursuant 
to such mandatory redemption 
in any year. Also, beginning No¬ 
vember 1, 1989, the Company 
may elect to redeem the remain¬ 
ing Series B Stock, in addition 
to the mandatory redemption re¬ 
quirement, in whole or in part, at 
an optional redemption price of 
$100 plus the annual dividend 
together with any accrued divi¬ 
dends. Such optional redemption 
price will be reduced by 20 per¬ 
cent of the annual dividend 
on each subsequent November 1, 
declining to $100 plus accrued 
dividends on November 1, 1994 
and thereafter. 

Each share of Series B Stock 
entitles the holder to receive 


cumulative dividends, payable 
quarterly, at the rate of $11.50 
per annum. The Series B Stock 
ranks senior to the Common 
Stock, and on a parity with the 
outstanding Series A Stock as to 
dividends, and upon liquidation 
entitles the stockholder to receive 
$100 per share plus accrued divi¬ 
dends if such liquidation was in¬ 
voluntary, and $111.50 per share 
plus accrued dividends upon a 
voluntary liquidation prior to 
November 1, 1989, and thereafter 
at the optional redemption price 
then applicable (see above) be¬ 
fore any distribution upon liqui¬ 
dation is made to holders of 
Common Stock. 

Each share entitles the holder 
to one vote on all matters on 
which holders of Common Stock 
have the right to vote, voting to¬ 
gether with all other shares en¬ 
titled to vote and not as a class. 

Dividends on Series B Stock 
amounted to $33 million in 1984 
and 1983, and $7 million in 1982. 

Changes in the redeemable 
preferred stocks are summarized 
in the following table: 





1984 


1983 


1982 



Shares 

Amount 

Shares 

Amount 

Shares 

Amount 

Series A Cumulative Preferred Stock — without par 
value ($48.50 stated value — authorized 7,053,660 
shares at December 31,1984): 

Balance at beginning of year 

Shares purchased and held in treasury 

7,053,478 

(2,801,856) 

$342 

(133) 

7,053,478 

$342 

7,053,478 

$342 

Balance at end of year 

4,251,622 

$209 

7,053,478 

$342 

7,053,478 

$342 

Series B Cumulative Preferred Stock — without par 
value ($100 stated value — authorized 2,917,115 shares 
at December 31,1984*): 

Balance at beginning of year 

2,891,518 

$289 

2,880,582 

$288 


$ - 

Shares issued upon conversion of 4'/2% Convertible 
Subordinated Debentures 

7,594 

1 

10,936 

1 

15,404 

1 

Shares issued for Heublein merger (see Note 16) 

— 

— 

— 

2,865,178 

287 


2,899,112 

290 

2,891,518 

289 

2,880,582 

288 

Less treasury stock: 

Balance at beginning of year 

(4,167) 

T - r , 

(1,572) 

\ ■... 



Shares returned under Restricted Share awards 
and other 

(607) 


(2,595) 


(1,572) 



(4,774) 


(4,167) 

- 

(1,572) 

_ 

Balance at end of year 

2,894,338 

$290 

2,887,351 

$289 

2,879,010 

$288 


*Of the authorized but unissued shares of Series B Stock at December 31, 1984, 14,065 shares were reserved for use upon conversion 
of $4 million of 4’/2% Convertible Subordinated Debentures. 
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Note 13 

Common Stock and 
Paid-in Capital 




1984 


1983 


1982 


Shares 


Amount 


Shares Amount 


Shares Amount 


Common Stock — no par ($2.50 stated value — authorized 


Balance at beginning of year 

113,399,851 

$284 

112,779,543 

$282 

104,583,494 

$262 

Shares issued upon conversion of 4VM Convertible 





39,773 


Subordinated Debentures 

19,560 

— 

28,082 

— 

— 

Shares repurchased and retired (2) 

(10,000,000) 

(25) 

— 

— 

— 

— 

Shares issued upon acquisition of debentures 







(see Note 10) 

— 

— 

591,296 

2 

— 

— 

Shares issued upon conversion of 





771,549 


$2.25 Convertible Preferred Stock (3) 

— 

— 

930 

— 

2 

Shares issued for Heublein merger (see Note 16) 

— 

— 

— 

— 

7,384,727 

18 


103,419,411 

259 

113,399,851 

284 

112,779,543 

282 

. . " 1 2 3 . —•——■ ... 

Less treasury stock: 





(228,609) 

(7) 

Balance at beginning of year 

(126,643) 

(4) 

(183,009) 

(5) 

Purchased 

(100,000) 

(6) 

— 

— 

— 

—— 

Sales upon exercise of stock options, SARs and other 





45,600 


incentive plans, net 

160,534 

6 

56,366 

1 

2 


(66,109) 

(4) 

(126,643) 

(4) 

(183,009) 

(5) 

Balance at end of year 

103,353,302 

$255 

113,273,208 

$280 

112,596,534 

$277 

Paid-in capital: 




$553 


$215 

Balance at beginning of year 


$585 



Distribution of Sea-Land stock 


(213) 


— 


— 

Common Stock repurchased and retired (2) 


(32) 


— 


— 

Excess of total value of common shares issued upon 







acquisition of debentures over stated value 


— 


28 


— 

Excess of total value of common shares issued for 






330 

Heublein merger over stated value 


— 


— 


Other 


4 


4 


8 

Balance at end of year 


$344 


$585 


$553 






(1) Of the authorized but unissued shares of Common Stock at December 31, 1984, 36,231 shares were reserved for conversion of 
$4 million of 4Wo Convertible Subordinated Debentures. 

(2) In November 1984, the Company purchased 10,000,000 shares of its Common Stock at a price of $73.50 per share pursuant 
to a tender offer. The aggregate cost to the Company, including all related fees and expenses, was $738 million. The excess 
of the cost of shares repurchased and retired has been charged to earnings retained, $681 million and paid-in capital, $32 million. 
In January 1985, the Company announced that it intends to repurchase up to 7 million shares of its Common Stock during the year. 

(3) In October 1982, the Company redeemed all outstanding shares of the $2.25 Convertible Preferred Stock at $50 per share plus 
accrued dividends. 


The Company has three stock 
option plans that provide for the 
granting of options to purchase 
shares of the Company’s Com¬ 
mon Stock to certain officers and 
other employees. These plans 
permit the granting of incentive 
awards in the form of incentive 
stock options (ISOs), stock appre¬ 
ciation rights (SARs) and other 
stock options. The option price 
for outstanding options is the av¬ 


erage quoted market price on the 
date of grant. Options which 
subsequently lapse or are can¬ 
celed are added back to shares 
authorized for future grants. 

Under the 1982 Long-Term 
Incentive Plan, the maximum 
number of shares of Common 
Stock that may be granted is 
5,000,000. As of December 31, 
1984, there were 506,966 ISOs 
(22,146 of which have SARs at¬ 
tached) and 591,943 other stock 
options/SARs outstanding with 
expiration dates ranging from 


June 17, 1987 to June 20, 1994. 
The average exercise price was 
$52.48, and such options were 
held by 354 participants. 

Under the 1977 Stock Option 
Plan, the maximum number of 
shares of Common Stock that 
may be granted is 2,500,000. As 
of December 31, 1984, there were 
507,089 options/SARs outstand¬ 
ing with expiration dates rang¬ 
ing from September 15, 1987 to 






































July 16, 1991. The average exer¬ 
cise price was $37.92, and such 
options/SARs were held by 222 
participants. 

Under the Career Executive 
Stock Plan, the maximum num¬ 
ber of shares of Common Stock 


that may be granted is 1,200,000. 
As of December 31, 1984, there 
were 48,716 nonqualified options 
/SARs outstanding with expira¬ 
tion dates ranging from Septem¬ 
ber 16, 1987 to February 15, 1994. 
The average exercise price was 


$40.32, and such options/SARs 
were held by 31 participants. 

The following table summa¬ 
rizes the changes in options out¬ 
standing and related price 
ranges for shares of Common 
Stock under options: 







---- 

1984 

1983 

1982 

Options: 

Outstanding at beginning of year 

1,932,315 

2,000,156 

2,093,666 

1982 Long-Term Incentive Plan: 

Granted 

632,400 

553,600 

468,600 

Exercised 

(162,946) 

(40,050) 

— 

1977 Stock Option Plan: 

Exercised 

(356,415) 

* V } ' > .*■ • /4 \! ' * v / 

(374,132) 

(388,771) 

Career Executive Stock Plan: 

Granted 

15,350 


5,000 

Exercised 

(22,726) 

(71,177) 

(117,032) 

Canceled and surrendered 

(383,264) 

(136,082) 

(61,307) 

Outstanding at end of year 

1,654,714 

1,932,315 

2,000,156 

. . ... - ... ...-- —■—-—— — ■ ■ ■ 1 

Price Ranges: 

Outstanding at beginning of year 

$28.78-51.25 

$21.72-51.25 

$21.72-47.69 

Granted under 1982 Long-Term Incentive Plan 

55.81-65.75 

50.56 

46.19-51.25 

Granted under Career Executive Stock Plan 

58.63-65.75 

— 

43.94 

Options/SARs exercised (market prices ranged from $52.81-71.94 in 

1984, $45.88-62.94 in 1983 and $42.56-56.13 in 1982) 

28.78-50.56 

21.72-47.69 

21.72-47.69 

Canceled and surrendered 

28.78-55.81 

29.53-50.56 

30.47-47.69 

Outstanding at end of year 

$28.78-65.75 

$28.78-51.25 

$21.72-51.25 


* / 


At December 31,1984, options were exercisable as to 809,480 shares, compared with 928,712 shares at December 31,1983 and 874,503 shares at 
December 31, 1982. As of December 31, 1984, options for 4,370,844 shares of Common Stock were available for future grants. 


Note 14 

Cumulative Translation 
Adjustments 


The changes in this account 
are shown in the following table: 



1984 

1983 

Balance at beginning 



of year 

$(103) 

$ (51) 

Translation and other 



adjustments 

(67) 

(52) 

Related income taxes 

2 

— 

Sale of energy 



operations (see Note 1) 

13 

— 

Balance at end of year 

$(155) 

$(103) 


Note 15 

Retirement Benefits 


The Company provides retire¬ 
ment benefits for substantially 
all of its regular full-time em¬ 
ployees, including certain em¬ 
ployees in foreign countries, 
through Company-administered 
plans and plans administered 
under collective bargaining 
agreements. 

Pension expense for 1984, 1983 
and 1982 was $69 million, $93 
million and $101 million, respec¬ 
tively. The decrease in 1984 re¬ 
sulted primarily from two 
changes made during the year. 


The interest rate assumption 
used for funding purposes was 
changed to more accurately re¬ 
flect anticipated investment per¬ 
formance, and the actuarial cost 
method was changed from entry 
age normal to projected unit 
credit. The projected unit credit 
method more closely relates the 
expense to the period in which 
retirement benefits are earned. 
The decrease in 1983 was princi¬ 
pally due to a change in the in¬ 
terest rate assumption used for 
funding purposes. The Com¬ 
pany’s policy with respect to 
Company-administered plans 


























is to fund pension costs accrued 
to the extent such costs are tax 
deductible in that year. Past 
service costs are amortized over 
a 30-year period. 

The following table presents 
information regarding the fi¬ 
nancial condition of the Com¬ 
pany’s domestic defined benefit 
plans, as estimated by the Com¬ 
pany’s consulting actuary, as of 
the most recent valuation dates, 
December 31, 1983 and 1982: 


— 

Calculated 
using 
actuarial 
projections of 
future salary 
increases 



Calculated 
using 
current 
salary levels 
of plan 
participants 


1983 1982 1983 1982 


Actuarial pres¬ 
ent value of 
accumulated 
plan benefits*: 
Vested 
Non-vested 


$ 759 $706 $ 950 $ 950 
155 127 290 275 




= 


$ 914 $833 $1,240 $1,225 


Net assets 
available 
for benefits 
(market value) 


$1,179 $997 $1,179 $ 997 


*The assumed rate of return used in determin¬ 
ing the actuarial present value of accumu¬ 
lated plan benefits in both 1983 and 1982 was 
8 percent. 


The Company’s foreign pen¬ 
sion plans are not required to 
report to U.S. government agen¬ 
cies pursuant to ERISA and do 
not otherwise determine the ac¬ 
tuarial value of accumulated 
benefits in the same manner as 
those calculated and disclosed 
above. For those plans, it is es¬ 
timated that the value of vested 
benefits does not differ mate¬ 
rially from the total assets and 
balance sheet accruals related to 
the plans. 

In addition to providing pen¬ 
sion benefits, the Company pro¬ 
vides certain health care and life 
insurance benefits for retired 
employees. Substantially all of 
its regular full-time employees, 
including certain employees in 


foreign countries, may become 
eligible for those benefits if they 
reach retirement age while work¬ 
ing for the Company. The cost of 
retiree health care and life insur¬ 
ance benefits is recognized as ex¬ 
pense when claims are paid, and 
amounted to $11 million in 1984. 




Note 16 
Acquisition 

On July 29, 1982, the Com¬ 
pany, its subsidiary, R.J. Reyn¬ 
olds Tobacco Company, and 
Heublein, Inc. entered into an 
Agreement of Merger provid¬ 
ing for the merger of Heublein 
into Reynolds Tobacco. Under 
the terms of the merger, Reyn¬ 
olds Tobacco acquired 57.2 per¬ 
cent of the Heublein capital 
stock for cash of $63 per share 
pursuant to a cash tender offer 
on August 20, 1982 and a subse¬ 
quent contractual purchase. 

Each share of the remaining 
Heublein capital stock was con¬ 
verted, on October 12, 1982, into 
.644 of a share of the Company’s 
Common Stock and one-quarter 
of a share of the Company’s 
Series B Cumulative Preferred 
Stock (see Notes 12 and 13). The 
total cost of the merger, which 
was accounted for as a purchase, 
was $1.36 billion. The consoli¬ 
dated results of the Company in¬ 
clude the operations of Heublein 
since August 20, 1982, reduced 
for minority interest for the 
appropriate period. 

The effect of the Heublein 
merger on the 1982 Consolidated 
Statement of Changes in Finan¬ 


cial Position is shown in the fol¬ 
lowing table: 


Acquisition: 

Current assets $ 563 

Property, plant and 

equipment 505 

Trademarks, goodwill and 
other intangibles 663 

Other assets and deferred 
charges 64 

Current liabilities (286) 

Other liabilities _ (154) 

Total funds required for 

acquisition of Heublein 1,355 

Less cash and short-term 
investments 60 

Net funds required for 
acquisition $1,295 


The unaudited pro forma com¬ 
bined results of continuing oper¬ 
ations shown in the following 
table assume that the Heublein 
merger had taken place as of the 
beginning of the period: 


__ 1982 

Net sales $11,451 

Net earnings from 

continuing operations 607 

Net earnings from 
continuing operations 
per common share 4.85 





































RESPONSIBILITY 
FOR FINANCIAL 
STATEMENTS 


R.J. Reynolds Industries, Inc. 
is responsible for the preparation 
and accuracy of the financial 
statements and other informa¬ 
tion included in this report. The 
financial statements have been 
prepared in accordance with gen¬ 
erally accepted accounting prin¬ 
ciples using, where appropriate, 
management’s best estimates 
and judgment. 

The Company’s independent 
auditors, Ernst & Whinney, have 
examined the financial state¬ 
ments in accordance with gen¬ 
erally accepted auditing 
standards and their report 
appears herein. 

In meeting its responsibility 
for the reliability of the financial 
statements, the Company de¬ 
pends on its system of internal 
accounting controls. The system 
is designed to provide reasonable 
assurance that assets are safe¬ 
guarded and transactions are 
executed as authorized and 
properly recorded. The system is 
augmented by written policies 
and procedures and an extensive 
internal audit program. 

The Board of Directors of the 
Company has an Audit Com¬ 
mittee which is composed entire¬ 
ly of directors who are neither 
officers nor employees of the 
Company. The Audit Committee 


REPORT OF 

ERNST & WHINNEY, 

INDEPENDENT AUDITORS 


R.J. Reynolds Industries, Inc. 
Its Directors and Stockholders 

We have examined the consol¬ 
idated balance sheets of R. J. 
Reynolds Industries, Inc. and 
subsidiaries as of December 31, 
1984 and 1983, and the related 
consolidated statements of earn¬ 
ings and earnings retained and 
changes in financial position for 
each of the three years in the 
period ended December 31, 1984. 
Our examinations were made in 
accordance with generally 
accepted auditing standards 
and, accordingly, included such 
tests of the accounting records 
and such other auditing proce¬ 
dures as we considered neces¬ 
sary in the circumstances. 

In our opinion, the financial 
statements referred to above 
present fairly the consolidated 
financial position of R.J. Reyn¬ 
olds Industries, Inc. and subsid¬ 
iaries at December 31, 1984 and 
1983, and the consolidated re¬ 
sults of their operations and the 
changes in their consolidated 
financial position for each of the 
three years in the period ended 
December 31, 1984, in conformity 
with generally accepted account¬ 
ing principles applied on a con¬ 
sistent basis. 


Winston-Salem, North Carolina 
February 14, 1985 


meets regularly with manage¬ 
ment, the internal auditors and 
the independent auditors to dis¬ 
cuss audit scope and results and 
to address internal control and 
financial reporting matters. Both 
independent and internal audi¬ 
tors have unrestricted access to 
the Audit Committee. 



Chairman and 
Chief Executive Officer 

\ 

Executive Vice President 
and Chief Financial Officer 

February 14, 1985 
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R. J. Reynolds Industries, Inc. 

LINES OF BUSINESS DATA 

The Company classifies its continuing operations into two principal lines of business which are 
described in Management’s Discussion and Analysis, beginning on page 26 of this report. 
Summarized financial information for these operations for each of the past five years is shown in 
the following tables. 


(Dollars in Millions) 

1984 

1983 

1982 

1981 

1980 

Capital expenditures: 

Tobacco 

Foods and beverages 

Other businesses 

Corporate 

$ 517 
246 
21 
29 

$ 371 
206 

16 

16 

$ 226 
118 

17 

16 

$ 166 

90 

18 

24 

$ 121 
83 
13 
21 

Consolidated capital expenditures 

$ 813 

$ 609 

$ 377 

$ 298 

$ 238 

Assets (i): 

Tobacco 

Foods and beverages 

Other businesses 

Corporate 

$3,648 

2,756 

303 

2,565 

$3,216 

2,381 

194 

1,977 

$3,071 

2,631 

171 

1,517 

$2,713 

1,582 

134 

933 

$2,193 

1,552 

96 

1,012 


9,272 

7,768 

7,390 

5,362 

4,853 

Net assets of discontinued operations 

— 

1,449 

1,850 

1,573 

1,428 

Consolidated assets 

$9,272 

$9,217 

$9,240 

$6,935 

$6,281 

Depreciation and amortization 
expense ( 2 ): 

Tobacco 

Foods and beverages 

Other businesses 

Corporate 

$ 99 

117 
16 
40 

$ 71 

103 

11 

39 

$ 75 

65 

9 

20 

$ 60 

37 

8 

13 

$ 53 

33 
6 

10 

Consolidated depreciation and 
amortization expense 

$ 272 

$ 224 

$ 169 

$ 118 

$ 102 


(1) All cash, security investments and certain intangible assets are included in the “Corporate” category. The amount of intangible assets in¬ 
cluded m “Corporate” by line of business for 1984,1983,1982,1981 and 1980 is as follows (in millions): Tobacco — $20, $24, $23, $22 and $20, 
respectively; Foods and beverages — $942, $806, $806, $164 and $165, respectively; and Other businesses — $31, $13 and $6 for 1984,1983 and 
1982, respectively. 

(2) The amount of intangible asset amortization included in “Corporate” by line of business is as follows (in millions): Tobacco—$1 for each year; 
Foods and beverages — $22, $22, $9, $6 and $3 for 1984,1983,1982,1981 and 1980, respectively; and Other businesses — $1 for 1984 and 1983. 
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R. J. Reynolds Industries, Inc. 

LINES OF BUSINESS DATA 




(Dollars in Millions) 

1984 

1983 

1982 

1981 

1980 

Net sales (i): 

Tobacco 

$ 7,685 

$ 7,388 

$ 6,655 

$6,112 

$5,604 

Foods and beverages 

4,698 

4,491 

3,156 

2,334 

2,109 

Other businesses 

738 

580 

508 

405 

362 

Intersegment eliminations 

(147) 

(147) 

(159) 

(152) 

(120) 

Consolidated net sales 

$12,974 

$12,312 

$10,160 

$8,699 

$7,955 

Earnings from continuing 
operations (2): 

Tobacco 

$ 1,288 

$ 1,127 

$ 1,160 

$1,091 

$ 978 

Foods and beverages 

391 

334 

102 

106 

93 

Other businesses 

34 

27 

36 

25 

15 

Other (principally corporate expense) 

(94) 

(91) 

(76) 

(68) 

(65) 

Consolidated earnings from 

continuing operations 

$ 1,619 

$ 1,397 

$ 1,222 

$1,154 

$1,021 

Funds provided by continuing 
operations (3) : 

Tobacco 

$ 891 

$ 752 

$ 739 

$ 659 

$ 590 

Foods and beverages 

385 

362 

125 

140 

126 

Other businesses 

38 

29 

35 

24 

16 

Corporate 

(32) 

(36) 

(124) 

(34) 

(41) 

Consolidated funds provided 
by continuing operations 

$ 1,282 

$ 1,107 

$ 775 

$ 789 

$ 691 






(1) Includes both sales to unaffiliated customers and intersegment sales, which are accounted for at prices comparable to unaffiliated cus¬ 
tomer sales. 

(2) The amortization expense of certain intangible assets is included in “Other (principally corporate expense).” (See footnote (2) on page 46 of 
this report.) 

(3) All items not assigned to a specific line of business, principally corporate expense and items of a financial nature, are included in “Corpo¬ 
rate” funds provided by operations. 






















R. J. Reynolds Industries, Inc. 

GEOGRAPHIC DATA 

» 

The following table shows certain financial information relating to the Company’s continuing 
operations in various geographic areas. 


(Dollars in Millions) 


1984 

1983 

1982 

1981 

1980 

Net sales*: 

United States 

$10,216 

$ 9,584 

$ 7,753 

$6,541 

$ 5,876 

Canada 


628 

566 

548 

516 

470 

Europe 


1,336 

1,383 

1,146 

1,044 

1,161 

Other geographic areas 


1,194 

1,117 

1,038 

888 

706 

Less transfers between geographic areas 


(400) 

(338) 

(325) 

(290) 

(258) 

Consolidated net sales 

$ 12,974 

$12,312 

$10,160 

$8,699 

$ 7,955 

• .' c ■ '• . Y. ✓, ■ * 

Earnings from continuing operations: 

United States 

$ 

1,464 

$ 1,297 

$ 1,172 

$1,144 

$ 973 

Canada 


53 

44 

44 

35 

27 

Europe 


46 

37 

32 

(2) 

31 

Other geographic areas 


150 

110 

50 

45 

55 

Other (principally corporate expense) 


(94) 

(91) 

(76) 

(68) 

(65) 

Consolidated earnings from 
continuing operations 

$ 

1,619 

$ 1,397 

$ 1,222 

$1,154 

$ 1,021 

Assets: 

United States 

$ 

5,203 

$ 4,443 

$ 4,641 

$ 3,423 

$2,912 

Canada 


399 

337 

304 

260 

221 

Europe 


511 

451 

413 

322 

329 

Other geographic areas 


594 

560 

515 

424 

379 

Corporate 


2,565 

1,977 

1,517 

933 

1,012 

Net assets of discontinued operations 


9,272 

7,768 

1,449 

7,390 

1,850 

5,362 

1,573 

4,853 

1,428 

Consolidated assets 

$ 

9,272 

$ 9,217 

$ 9,240 

$ 6,935 

$6,281 

Liabilities of the Company’s continuing 

operations located in foreign countries 

$ 

832 

$ 844 

$ 729 

$ 681 

$ 533 


* Includes both sales to unaffiliated customers and transfers between geographic areas. Transfers between geographic areas (which consist 
principally of fresh and canned fruit from Latin America, Africa and the Philippines transferred to the United States and Europe) are 
generally made at fair market value, less an allowance to compensate the marketing unit for its efforts and expenses in servicing customers. 
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R. J. Reynolds Industries, Inc. 

INFLATION 

ACCOUNTING 

DATA 

(UNAUDITED) 

The following current cost 
information is presented in an 
effort to quantify the effects of 
inflation on the Company’s 
results of operations and certain 
other financial data. This infor¬ 
mation has been prepared using 
the “translate-restate” method 
for foreign operations. 

The current cost method 
adjusts the historical amounts in 
the Consolidated Financial 
Statements for the changes in 
specific prices of property, plant 
and equipment, and inventories. 
This method involves the use of 
various assumptions and esti¬ 
mates; therefore, the results 
should not be viewed as a pre¬ 
cise indicator of the effects of in¬ 
flation. The primary sources of 
data used to compute current 
cost are indices, direct pricing 
and engineering estimates. 

The amounts reported in the 
“Consolidated Statement of 
Earnings from Continuing Op¬ 
erations Adjusted for the Effects 
of Changing Prices” on page 50 
have been adjusted only for the 
current cost changes related to 
property, plant and equipment, 
and inventories in determining 
earnings from continuing opera¬ 
tions on a current cost basis. Net 
sales and all other costs and 
expenses are considered to be in 
average dollars for the year and 
are not adjusted. Additionally, 
present tax laws do not allow an 
adjustment for inflation; there¬ 
fore, the income tax amount 
reflected in the current cost net 
earnings from continuing opera¬ 


tions is the same as in the his¬ 
torical cost financial statements. 

Approximately 70 percent of 
the $155 million increase in 
“Costs and expenses” for 1984 is 
attributable to the increase in de¬ 
preciation and amortization 
expense associated with the cur¬ 
rent cost increase in property, 
plant and equipment amounts. 
The remaining portion of the in¬ 
crease is primarily attributable 
to the restatement of non-LIFO 
inventory costs to a current cost 
basis. Cost of products sold, as 
determined under the LIFO 
method, generally approximates 
average current costs. 

Since 1956, the Company has 
used the LIFO inventory method 
for the major portion of its 
inventories, which during times 
of inflation approximates cur¬ 
rent cost of products sold, re¬ 
duces taxes and increases cash 
flows. The Company has long 
recognized the potential effects 
of inflation and continually 
strives to reduce these effects on 
its businesses. In addition, the 
“Unrealized purchasing power 
gain on net monetary position” 
shown in the statement on page 
50 represents the preservation of 
purchasing power during the 
year through effective cash 
management. 












R. J. Reynolds Industries, Inc. 

CONSOLIDATED STATEMENT OF EARNINGS 
FROM CONTINUING OPERATIONS ADJUSTED 
FOR THE EFFECTS OF CHANGING PRICES 
(UNAUDITED) 

For the Year Ended December 31, 1984 



(Dollars in Millions) 

As Reported 
in the 

Financial 
Statements 
(Historical Cost) 

Selected Data 
Adjusted for 
Changes in 
Specific Prices 
(Current Cost) 

Net sales 

$12,974 

$12,974 

Costs and expenses (i): 



Cost of products sold 

8,282 

8,422 

Selling, advertising, administrative and general expenses 

3,073 

3,088 

Earnings from continuing operations 

1,619 

1,464 

Interest and debt expense 

(187) 

(187) 

Other income (expense), net 

120 

120 

Earnings from continuing operations 
before provision for income taxes 

1,552 

1,397 

Provision for income taxes 

709 

709 

Net earnings from continuing operations 

$ 843 

$ 688 

Effective income tax rate 

45.7% 

50.8% 

Unrealized purchasing power gain on net monetary position 


$ 60 

Increase in current cost of inventories and property, plant 
and equipment held during the year (based on specific 
price changes) (2) 


$ 333 

Effect of increase in general price level 


307 

Increase in current cost of inventories and property, plant 
and equipment held during the year net of general inflation 


$ 26 

Translation adjustments 


$ (61) 


(1) The amount of depreciation and amortization expense related to items of property, plant and equipment for 1984 was $213 million on a 
historical cost basis and $321 million on a current cost basis. 


(2) At December 31,1984, current cost of inventory was $4,220 million (historical amount $2,493 million) and current cost of property, plant and 
equipment, net of accumulated depreciation, was $4,013 million (historical amount $2,816 million). 
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RJ. Reynolds Industries, Inc. 

FIVE-YEAR COMPARISON OF SELECTED 
SUPPLEMENTARY FINANCIAL DATA ADJUSTED 
FOR THE EFFECTS OF CHANGING PRICES 
(UNAUDITED) 


For the Years Ended December 31 






(Dollars in Millions Except Per Share Amounts) 

1984 

1983 

1982 

1981 

1980 

HISTORICAL COST 

INFORMATION AS REPORTED: 

/ - : -V/ 





Net sales 

$12,974 

$12,312 

$10,160 

$8,699 

$ 7,955 

Net earnings from continuing operations 

843 

702 

584 

616 

536 

Net earnings from continuing 
operations per common share 

7.00 

5.66 

5.14 

5.59 

4.84 

Net assets related to continuing 
operations at year end 

4,977 

4,405 

3,546 

2,699 

2,363 

IN AVERAGE 1984 DOLLARS: 






Net sales 

Current cost information: 

12,974 

12,836 

10,933 

9,935 

10,028 

Net earnings from continuing operations 

688 

580 

467 

484 

557 

Net earnings from continuing 
operations per common share 

5.62 

4.56 

4.01 

4.29 

4.97 

Increase (decrease) in current cost 
of inventories and property, 
plant and equipment held during 
the year net of general inflation 

26 

(38) 

60 

(9) 

(282) 

Net assets related to continuing 
operations at year end* 

7,806 

7,325 

6,574 

5,771 

5,508 

Translation adjustments 

(61) 

(63) 

(39) 

— 

— 

Other information: 






Unrealized purchasing power 
gain on net monetary position 

60 

76 

66 

114 

161 

Cash dividends per common share 

3.26 

3.19 

3.08 

2.87 

2.77 

Market price per common share 
at year end 

$ 71 

$ 62 % 

$ 54(4 

$ 52 

$ 55 

Average consumer price index 

311.1 

298.4 

289.1 

272.4 

246.8 


* “Net assets related to continuing operations at year end” is the sum of the historical financial statement amounts for common stockholders’ 
equity and all preferred stocks less net assets related to discontinued operations, adjusted for the changes in valuation on a current cost basis of 
inventories, net property, plant and equipment, and net monetary items related to continuing operations. Other asset amounts have not been ad¬ 
justed for the effects of inflation. 
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, Inc. 

RESULTS OF OPERATIONS 

The following is a summary of the quarterly results of operations for the years ended December 31. 


(Dollars in Millions Except Per Share Amounts) First_Second_Third_Fourth 

1984(1) 

Net sales 

Earnings from continuing operations 
Net earnings from continuing operations 
Net earnings 

Net earnings from continuing operations 
per common share 
Net earnings per common share 

1983 (2) (3) 

Net sales 

E amings from continuing operations 
Net earnings from continuing operations 
Net earnings 

Net earnings from continuing operations 
per common share 
Net earnings per common share 

Previously published quarterly financial data have been restated to include the Company’s former energy business in discontinued operations 
(see Note 1 to the Financial Statements). 

(1) In the fourth quarter of 1984, the Company sold its energy operations. The net gain from the sale added $275 million to fourth quarter net 

earnings, or $2.45 per share. 

(2) Included in earnings from continuing operations in the first quarter of 1983 were expense provisions of $33 million for the establishment of 
an early retirement incentive program, effective March 1, 1983, in tobacco, other businesses and corporate operations. These provisions 
reduced first quarter net earnings from continuing operations per share by 16 cents. 

(3) Included in net earnings from continuing operations in the third quarter of 1983 is a $19 million gain on a debt-for-equity swap. The gain 
contributed 17 cents to net earnings from continuing operations per share. (See Note 10 to the Financial Statements.) 


$2,855 

$3,363 

$3,224 

$3,532 

314 

400 

414 

491 

151 

204 

229 

259 

166 

266 

253 

525 

1.20 

1.67 

1.90 

2.23 

1.33 

2.22 

2.11 

4.61 

$ 2,743 

$ 3,326 

$ 2,943 

$ 3,300 

255 

368 

367 

407 

99 

186 

217 

200 

159 

244 

251 

227 

.74 

1.51 

1.78 

1.63 

1.27 

2.03 

2.08 

1.87 


(UNAUDITED) 
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R J. Reynolds Industries, Inc. 

BOARD OF 
DIRECTORS 

Albert L. Butler, Jr. 

President 

The Arista Company (data 
processing services) 
Organization and 
Compensation Committee 
(Chairman) 

Executive Committee 
Finance Committee 
Nominating Committee 

John L. Clendenin 

Chairman and Chief 
Executive Officer 
BellSouth Corporation 
(telecommunications holding 
company) 

Audit Committee 
Organization and 
Compensation Committee 

Gwain H. Gillespie 
Executive Vice President, 
Finance and Administration, 
and Chief Financial Officer 
R.J. Reynolds Industries, Inc. 
Executive Committee 
Finance Committee 
(Chairman) 

Ronald H. Grierson 

Vice Chairman 

General Electric Company PLC 
(manufacturer of electrical 
products — England) 

Audit Committee 
Finance Committee 

John W. Hanley 

Chairman of the 
Executive Committee 
Monsanto Company 
(multinational diversified 
chemical company) 
Organization and 
Compensation Committee 
Public Policy Committee 
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Edward A. Horrigan, Jr. 
President and Chief 
Operating Officer 
R.J. Reynolds Industries, Inc. 
Executive Committee 
Public Policy Committee 

Vernon E. Jordan, Jr. 

Partner 

Akin, Gump, Strauss, Hauer & 
Feld (Washington, D.C., law firm) 
Organization and 
Compensation Committee 
Nominating Committee 
Public Policy Committee 

Juanita M. Kreps 
Former United States 
Secretary of Commerce 
Audit Committee 
Executive Committee 
Public Policy Committee 
(Chairman) 

Gerald H. Long 

President and Chief 
Executive Officer 
R.J. Reynolds Tobacco 
Company 

John D. Macomber 

Chairman and Chief 
Executive Officer 
Celanese Corporation 
(diversified chemical company) 
Organization and 
Compensation Committee 
Finance Committee 
Nominating Committee 
(Chairman) 

John G. Medlin, Jr. 

Chairman and Chief 
Executive Officer 
The Wachovia Corporation 
(bank holding company) 

Audit Committee 
(Chairman) 

Executive Committee 
Finance Committee 

H.C. Roemer 
Senior Vice President 
and Secretary 

R.J. Reynolds Industries, Inc. 
Executive Committee 


J. Paul Sticht 

Retired Chairman 
of the Board 

R.J. Reynolds Industries, Inc. 
Organization and 
Compensation Committee 
Executive Committee 
(Chairman) 

Finance Committee 
Nominating Committee 

Stuart D. Watson 
Consultant and Former 
Chairman 
Heublein Inc. 

Audit Committee 
Public Policy Committee 

J. Tylee Wilson 
Chairman and Chief 
Executive Officer 
R.J. Reynolds Industries, Inc. 
Executive Committee 
Finance Committee 
Nominating Committee 

Margaret S. Wilson 
Chairman and Chief 
Executive Officer 
Scarbroughs Stores (department 
store group) 

Audit Committee 













R. J. Reynolds Industries, Inc. 

SHAREHOLDER 

INFORMATION 


Corporate Headquarters 
RJR World Headquarters 
Reynolds Boulevard 
Winston-Salem, 

North Carolina 27102 
Telephone: 919-773-2000 

Shareholder Inquiries 

Communications concerning 
transfer requirements and 
lost certificates should be di¬ 
rected to either Transfer 
Agent. Communications con¬ 
cerning dividends and change 
of address should be directed 
to R.J. Reynolds Industries, 

Inc., Shareholder Services 
Department, RO. Box 2959, 
Winston-Salem, North Carolina 
27102 (telephone: 919-773-2349). 


Transfer Agents and 
Registrars 

Manufacturers Hanover 
Trust Company 
Corporate Trust Division 
450 West 33rd Street 
New York, New York 10001 


The First Jersey National Bank 
2 Montgomery Street 
Jersey City, New Jersey 07303 


method for automatically rein¬ 
vesting their dividends toward 
the purchase of additional 
shares of the company’s com¬ 
mon stock. 

The Plan offers: 

• prompt reinvestment of 
dividends; 

• optional cash deposits for 
direct purchase of additional 
shares; 

• all service fees and broker 
commissions company-paid. 

A booklet describing the Plan, 
together with an enrollment 
card, can be obtained by writ¬ 
ing the Shareholder Services 
Department, P.O. Box 2959, 
Winston-Salem, North Carolina 
27102, or calling 919-773-2356. 

Notice of Annual Meeting 
The Annual Meeting of the com¬ 
pany’s shareholders will be 
held at the Hotel du Pont, 11th 
and Market Streets, Wilming¬ 
ton, Delaware, at 2 p.m. on 
Wednesday, April 24, 1985. A 
formal notice of the Annual 
Meeting, together with Proxy 
Statement and Proxy, will be 
mailed in March to share¬ 
holders of record at the close 
of business February 25, 1985. 


Independent Auditors 
Ernst & Whinney 
153 East 53rd Street 
New York, New York 10022 

Suite 2000 
Wachovia Building 
Winston-Salem, 

North Carolina 27111 

Common Shares 
Listed on the New York and 
London Stock Exchanges 
Trading symbol on New York 
Exchange: RJR 

Dividend Reinvestment Plan 
All registered holders of R.J. 
Reynolds Industries common 
stock are eligible to participate 
in a convenient and economical 


Availability of Form 10-K 
On or after March 29, 1985, a 
copy of the company’s Annual 
Report to the Securities and 
Exchange Commission on 
Form 10-K for the year ended 
December 31, 1984, will be pro¬ 
vided to shareholders upon 
written request to: Manager, 
Shareholder Services Depart¬ 
ment, R.J. Reynolds Industries, 
Inc., P.O. Box 2959, Winston- 
Salem, North Carolina 27102. 

Supplemental Information 
R.J. Reynolds Industries peri¬ 
odically publishes material sup¬ 
plementing the information 
found in annual and quarterly 
reports. Shareholders and other 
interested investors may write 
to request reprints of financial 
community presentations, 


corporate responsibility informa¬ 
tion, and speeches delivered by 
senior management. Requests 
should be directed to Financial 
Public Relations, R. J. Reyn¬ 
olds Industries, Inc., Reynolds 
Boulevard, Winston-Salem, 
North Carolina 27102 
(telephone: 919-773-4604). 

Security analysts and other 
investment professionals should 
direct their inquiries to John 
W. Dowdle, Vice President and 
Treasurer, R.J. Reynolds Indus¬ 
tries, Inc., Reynolds Boulevard, 
Winston-Salem, North Carolina 
27102 (telephone: 919-773-2625). 
















